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Are Your Overseas Representatives 


Getting World Report? 


If they are, they’ve probably already told you 
how highly they value this new magazine with 
its unbiased. world-wide point of view. Hf you 
haven't yet entered subscriptions for them, this 
is a good time to start sharing the advantage you 
now have as a regular reader of World Report. 

World Report is the one U.S. magazine that is 
written so it can be read with equal interest 


in Rio or Rome, Seattle or Shanghai. And it 


is entirely devoted to the subject which interests 
them most: What's going on in the post-war 
world-at-large. 

The regular subscription rate of World Report 
is $4 a year. and on most overseas subscriptions 
there's an extra charge of $1 for postage. But to 
simplify ordering. well make a flat rate of $4 
each on any list of five or more subscriptions, to 


go anywhere in the world. 
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Taxes and overtime are becoming two of the most talked about 
topics among Britain’s workingmen. They are taking a look at the 
amount of income tax withheld from their pay envelopes, and many 
of them are deciding overtime pay isn’t worth earning. This situation 
is. becoming a real problem for British industry and Government. 
Great Britain needs all the revenue she can get from income taxes, 
and all the hours of work she can get from labor. But she is having 

. difficulty getting either. The trouble is in the pay-as-you-earn tax 
system, similar to the withholding tax system of the U.S. A World 
Dispatch on page 9 discusses the paradox confronting the British, 
and tells you the likely solution. 

> + * 

What happens to world trade may be decided by what action the 
world’s biggest trading nations take at the forthcoming conference at 
Geneva. An effort is to be made to remove all possible barriers to 
profitable trade between nations. Tariffs, quotas, barter agreements 
and other artificial impediments are now the major restraints on a 
free exchange of goods. What the nations do about these restrictions 
may well determine the success or failure of the conference. On our 
Commerce and Industry pages is an informative analysis of the 
situation today. 

* #2 # 

Palestine’s problems, which for many years have been thorns in the 
sides of many nations and peoples, are nearing a showdown. A settle- 
ment of the bitterly conflicting views of Jews, Arabs and Britons must 
be achieved to avoid widespread bloodshed that would endanger world 
peace. Compromise plans, designed to bring peace and prosperity to 
Palestine, have been proposed. What are the chances of success? A 
dispatch on page 7 gives you an analysis of the basic problem in 
Palestine, that of financing any lasting settlement in the Holy Land. 
On our cover is a portrait in natural color of Lieut. Gen. Sir Alan 
Gordon Cunningham, High Commissioner for Palestine, for which he 
posed in London. On page 37 you will find a personality sketch of this 
British soldier who holds one of the world’s toughest jobs. 

* * & 

Financing world affairs is becoming a costly business for the U. S. 
which played a major role in winning World War II. Now, as the 
price of victory, it is playing an expanded and powerful role in world 
affairs. A survey by World Report editors shows that 2.5 per cent of 
the nation’s total income in 1947 will be spent to maintain the new 
position to which Americans must become accustomed. American 
readers interested in the financial aspects of participation in interna- 
tional affairs will find on page 16 where the money goes and what 
it pays for. 
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“*Si, Senora Ramirez,” the 
stewardess was saying as we 
stepped aboard the Clipper... 
‘¢En qué puedo servirles ?’ 

“,..And the answer of our 
Latin American fellow passen- 
ger was so rapid, so musical, 
so different from English that 
Tom and I felt we were already 
in Latin America!” 


If you, too, would like to fly 
away from ice and snow. see your 
Travel Agent or the nearest Pan 
American office for rates and res- 
ervations. Pan American flies not 
only to Latin America but also to 
Europe, Africa, Alaska, Hawaii, 
Australasia, or the Orient. 





A:great tradition makes you our guest... We of Pan American 
share in a nineteen-vear record of public service 
unequaled in air transport. 

We realize and know in detail every one of the 
requirements which make traveling abroad so different 
from traveling inside the United States—and, at the same 

time, so interesting! It is our privilege and duty 

to act as your host from the minute you reach the 


in Guatemala (above), Indian craftsmen weave airport until you leave us at your destination. 


intricate designs by hand, without even using @ 
pattern! You can fly there from Miami, New Ore 
leans, Houston, Nuevo Laredo, Brownsville or Los 
Angeles... Winter is the “dry season” in Guatemala great or small regarding your transportation... 


—sunshine every day. Stopovers easily arranged. A great tradition makes you our guest. 


Call on us for help with customs. foreign exchange 
and immigration procedures — for any personal service 
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On foreign soil you're greeted by a friendly Passenger-Service repre sentative who speaks English makes you feel at ee abroad. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of February 18, 1947 
Volume 2, No. 7 


At this stage, with Secretary of State Marshall installed, with Britain 
harassed, and with Russia ambitious and with many momentous decisions to be 
made, it is time to size up the European picture. 

stocktaking related to Europe suggests this: 

Russia is determined, by new methods, to weaken Britain's influence. 

Russian aim is to trip up Britain's Government or to tie up her diplomacy. 

Russian idea is to make Britain accept a tight alliance or embarrassment. 

In this sort of maneuver, Russia calculates complete success would draw 
Britain away from the U.S. and would prevent any closer grouping of U.S., Brite 
ain and France. At a minimum, Russia wants to confuse and divide public 
opinion inside Britain, to give comfort to the Labor Government's left-wing 
critics, who need ammunition in attacking the external policies of Ernest Bevin. 
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If Russia can get her way with Britain, then: 
U.S. will have a hard time taking an active part in European affairs. 
France will be exposed to the full force of Russian influence. 
.Low Countries will no longer be able to look to Britain for help. 
Russian policies will prevail in the future operation of Germany. 
Those are just a few of the long-range implications bound up with the Rus- 
Sian desire to neutralize Britain and to prevent Anglo-American action from suc- 
ceeding, for example, in shaping the course of Germany. 
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Immediately, it's certain that Russia wants: 

An assured share of the production of Germany's industrial Ruhr. 

Elimination of industrialists and large landowners in Germany. 

A central government for Germany, vulnerable to Communist control. 

It's the Russian ambition to fit Germany's economic machinery into her own, 
to work toward a planned operation, with Russia's vast needs being met in part 
from the factories of Germany. Russia is in no condition to fight for Germany 
and will not be until her industry is rebuilt. The Russian aim of peaceful pene- 
tration--of managed expansion--is showing up in her propaganda for the forth- 
coming conference at Moscow, when the Big Four Foreign Ministers will decide the 
future of Germany. 3 











Europe's troubles emphasize the policy line set by Marshall..... 

U.S. frontier is far east of the Rhine and iS to be defended. 

U.S. intention is to go slow in discarding military advantages, 
- Atomic secrets are not to be shared without assured safeguards. 





(over) 
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Real disarmament must follow, not precede, peace settlements. 

In other words, Russia is not to win by default a control over Europe that 
the U.S. fought two wars to keep Germany from winning. The U.S. is to be edu- 
cated to fulfill its commitments. The governing thought is that power must, at 
all stages, be related to policy. Advocacy of universal training for American 
youths was a deliberate part of Secretary Marshall's prescription. His ideas and 
those of Warren Austin, Chief U.S. delegate to the United Nations, are identical. 
You get the full text of Austin's.basic statement on disarmament on page 46. 





As the situation is shaping up in Japan...ee.e 

Japan's Emperor is filling a limited role as desired by U.S. authorities. 
New Constitution is to become effective as scheduled on May 5. 
Reparations need to be fixed in order for Japan to plan for the future. 

A start on peace treaty for Japan is planned by the Allies before 1948. 














In more specific terms, the Japanese outlook is this: 

Yoshida Cabinet, weary and ineffective, is to retire after an April election. 

Early balloting tends to reduce dissatisfaction, to divert labor agitation. 

Social Democrats, who regard Yoshida as reactionary, can win at the polls. 

There is a growing prospect that a socialistic government is to be chosen, 
@ government comparable, in broad terms, to the Labor Administration in Britain. 
Nationalization of coal mining, in particular, and development of a planned and 
managed economy, in general, is probable. It would be more of a certainty $F 3% 
were not for differences among the politicians who lead the Social Democrats. 
The problems confronting Japan are analyzed in a dispatch on page 10. 











There's another halt in India's political progress...e.. 

Gandhi's Hindus want Jinnah's Moslems to get out of the Viceroy's Cabinet. 

Moslem Leaders hold their Cabinet seats, but balk at long-range planning. 

Hindu argument is that Moslems can't have power and avoid responsibility. 

Current maneuvers really are related to basic rivalries, to Hindu ambitions 
to run India by majority rule and to Moslem insistence on a divided India. 

In the meantime, Britain's ability to arbitrate, to enforce any compromises 
on the rival communities, is dwindling. The British idea of an orderly, peace- 
ful transfer of power to a self-governing India, with Britain entitled to impor- 
tant trading advantages, is fading out. Instead, Britain finds herself with few 
friends and less power. That's why there is more and more interest in the ca- 
pacity of the Indian princes, the feudal maharajahs, tied to Britain by 
treaties, to take a hand in the political bargaining. 














Chiang Kai-shek's need for dollar credits is becoming acute..... 

Chinese imports exceed exports in value by more than 5 to l. 

New schemes to increase exports are based on squeezing imports. 

Military expenses account for 84 per cent of Chiang's budget. 

In this shaky situation, bonuses are being offered to encourage the export 
of tung oil, bristles, hides, silk, tea, egg products, soy beans and handi- 
crafts. Idea is that the bonuses can be financed by surcharges on unessential 
imports. None of the remedies is to mean much unless more dollars are obtained 
to bolster a steadily weakening currency, to assure delivery of imported cotton 
and to make a Start at reconstruction, particularly communications projects. 
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Britain has decided to halt all coal ex- 
ports as a result of a fuel crisis that has 
developed from a recent cold wave. Thus, 
after two weeks of freezing weather, Brit- 
ain’s export drive is to be seriously jeop- 
ardized. As many as 700 coal-burning 
ships will be unable to get fuel at British 
ports to carry British goods to the world. 
Almost 300,000 British workers have lost 
their jobs in factories without coal. Rail- 
way freight deliveries have been cut and 
electric power has been curtailed. 


o oOo 08 


Private banks in the United States are 
to market Australian and Canadian 
bonds. Negotiations also are under way 
for private loans to Belgium, the Neth- 
erlands, Denmark and Norway. Other 
countries whose financial condition is 
less sound probably will have to wait 
until they can get loans from the World 
Bank, 

° 0 0 

Aid to China by UNRRA is moving 
into high gear. As the European program 
winds up, activity in Chinese commodity 
and currency markets shows that the 
Far East is just beginning to get the bulk 
of its supplies. Every day more than 100 
ships are at sea bound for China. Every 
week a dozen ships unload some 36,000 
tons of cargo at ports like Shanghai, 
Hong Kong, Swatow and Takao while 
another 12 begin discharging. In the 
first 15 months of the program, China 
has received 1,419,286 tons of supplies 
from 464 ships, 22 air shipments and 
four local transfers. Only half of the 
program has been completed. 
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The Italian State Tobacco Monopolies 
are to get a $16,000,000 loan from the 
U.S. Export-Import Bank to buy raw 
tobacco in the U. S. All of the tobacco 
thus purchased will be processed in Italy 
and exported. Arrangements also are 
being made for a further loan to cover 
the purchase of modern machinery for 
Italian tobacco factories. 


o 0 98 


Egypt is asking for British and Amer- 
ican bids on a large hydroelectric project. 
The Egyptian Government has decided 
to carry out plans for the Aswan dam on 
the Nile above Luxor. It is intended pri- 
marily for flood control and water stor- 
age, but a power plant is to be built to 
provide current for Cairo and Alexandria, 
some 500 miles away. The cost of the 
project will run between $25,000,000 and 
$30,000,000. , 


Transatlantic air fares are to remain at 
the present level. Ten international air 
lines have agreed to keep the base rate of 
$325 tor New York-to-London flights in 
effect at least until June to help regain 
losses suffered in the last quarter of 
last year. The shortage of planes in 
service at that time, due to strikes and 
technical difhculties, cut business as 
much as 83 per cent. 
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Australia is to continue gasoline ra- 
tioning. Chief reason is the shortage of 
U.S. dollars in the Commonwealth. 
Britain has requested Australia to restrict 
dollar purchases. A shortage of British 
tankers means that Australia must do 
with less gas or pay dollars.to have it 
brought in by American ships. 


o oOo 90 


Former Japanese naval vessels are be- 
ing refloated and converted to commer- 
cial use. Salvage companies are combing 
harbors for sunk or scuttled craft, smaller 
than destroyers, that might be used for 
fishing or coastal traffic. Thus far, 260 
vessels valued at more than $6,600,000 
have been salvaged. . 


oo 9 


Norway will begin to export electric 
power in 1949. The first international 
transmission line will be about 50 miles 
long and connect the main grid systems of 
Norway and Sweden. Later, a similar line 
will link Norway with Denmark. An 
underwater cable to carry Norwegian 
power to Britain also is being studied. 


o 0 9 


The Netherlands is buying textiles 
from Japan for the East Indies. About 
40,000,000 yards of cotton are to be pur- 
chased from the U. S. Commercial Com- 
pany for $10,000,000. The order will be 
filled from stocks of finished goods built 
up in Japan during the occupation and 
from U.S. cotton processed in Japan. 
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Czechoslovakia is building machine 
tools and locomotives for China. The 
Skoda works, which will handle the 
order, has many prewar lines back in 
production again, and has turned out 
more than 1,000 automobiles since last 
May. 

°° 0 

The Romanian Government has grant- 
ed oil concessions to the Romanian- 
Soviet Oil Company and to the Roma- 
nian-American Oil Company. The Russian 
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HITCHCOCK’S EXPORT 
SALES CATALOGS 


To get your share of Latin American 
business use the methods which success- 
ful exporters employ . . . HITCHCOCK’S 
EXPORT SALES CATALOGS... Indus- 
trial . . . Agricultural and Construction 
editions. Foreign buyers have been 
taught by training and experience to 
rely on comprehensive combined cata- 
logs for their buying information. These 
catalogs are issued biennially ... thus 
have a life of at least two years. The 
Spanish volume is distributed in Spanish 
speaking Latin America, Spain and her 
possessions while the Portuguese is dis- 
tributed in Brazil, Portugal, Portuguese 


West and East Africa. 


SUPERVISED DISTRIBUTION 


Distribution of HITCHCOCK’S EXPORT 
SALES CATALOGS is personally super- 


vised by Hitchcock’s own men who 


travel in the various countries to check 
every name on the circulation lists. This 
method is unique in the field of export 


publications. Write for complete details. 
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PUBLISHING CO. 


940 S. DEARBORN ST. 
CHICAGO 5, ILLINOIS 
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COFFEE’S “DEW-POINT DANGER 


HOURS” Are Over Now! 





This #1 coffee, being loaded at Santos, is 
extremely vulnerable to dampness in ship- 
ping. Today Cargocaire controls dampness. 
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The same $1 coffee, being unloaded in 
New York—with no soft, pithy beans; no 
mold; no loss of flavor, aroma and body. 


New Science Prevents 
Damage from Dampness 


Did you ever notice how dew con- 
denses on a glass of cold water in 
hot, humid weather? This happens 
because the temperature of the 
glass is lower than the dew pomt 
of the air—that point at which 
moisture forms. 

Any hour in any voyage, the 
same thing can take place on a far 
vaster scale in the holds of cargo 
ships. 

For many cargoes, this means 
the “‘danger hour.”’ Sweat forms 
in the hold. Dampness starts its 
costly damage on cargoes. 

But now dampness can be con- 
trolled—surely, economically and 
easily, thanks to Cargocaire, the 
modern method of dehumidifica- 
tion and ventilation. 


Cargocaire assures 


good cargo out-turn 


Cargocaire operates when the 
mvisture content of the air ap- 
proaches the danger dew point... 


whenever a damaging weather- 
front is crossed. It acts also as a 
ventilating system. 


The value of Cargocaire protec- 
tion for most semi-perishable im- 
ports is attested by the prefer- 
ential cargo insurance benefit pro- 
vided by far-seeing underwriters. 


Cargocaire is already standard 
equipment on more than 100 ves- 
sels of the world’s major shipping 
lines. And 100 more ships may 
join the Cargocaire Fleet this year. 

If you want your cargo pro- 
tected against damage from damp- 
ness, phone or write for the serv- 
ices of the Cargocaire Technical 
Advisor. No obligation, of course. 





if you import or export these commod- 
ities .. . coffee, cocoa, grains, canned 
goods, sugar, flax, seeds, oils .. . then 
learn how Cargocaire protects you. All 
are subject to the “dew-point danger 
hours” and damage from dampness. 
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and U.S. interests will exploit fields re- 
cently discovered in Transylvania, 


o 0 9 


The U.S. Post Office Department may 
reduce international air-mail rates on 
newspapers and news magazines. Postal 
authorities have petitioned the Civil 
Aeronautics Board for a special rate to 
encourage the distribution of American 
news to other countries. The present 
rates on papers and magazines are higher 
than those on air express. 


o 0 O 


Reparations shipments from the U. S. 
zone of Germany amounted to 40,374 
tons last year. Russia got 38,399 tons, 
including equipment from the Gendors 
electrical works in Munich and a 6,641- 
ton share of machinery from the Kugel- 
Fischer ball-bearing factory in Schwein- 
furt. In all, 23 of 24 plants scheduled to 
be dismantled for reparations provided 
material for shipment in 1946. In addi- 
tion, certain items of useful equipment 
were provided from 20 out of 122 muni- 
tions plants that were being dismantled. 
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Potash exports from the Russian zone 
of Germany are to be possible this year. 
Production is expected to run to about 
800,000 tons of pure potash in 1947. 
Only 500,000 tons will be needed locally. 
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The diamond trade in Belgium earned 
$30,000,000 in 1946. About $46,000,000 
worth of gems weighing 2,570,047 carats 
were imported by Belgium and 539,562 
carats in cut stones valued at $76,000,- 
000 were shipped to other countries. An 
increase in the trade is expected this year. 
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Chile is ready to sell its biggest motion 
picture studios to American companies. 
Two Hollywood companies have been 
invited to bid on the production facilities. 
The idea is that the U.S. concerns will 
make Spanish films in Chile for the 
Latin-American market. 


oo Oo 


A boom in horse trading is developing 
in Europe. Continental countries, Russia 
and Poland especially, are critically short 
of draft animals. Russia alone claims to 
have lost 7,000,000 horses during the 
war. Sweden and Denmark have been 
exporting horses through UNRRA for 
two years. Now, Norway is to send 10,660 
horses, valued at more than $3,000,000, 
to Poland in return for coal and coke. 
Later, shipments to France and Belgium 
also are planned. Because Finland has 
10 per cent less arable land than before 
the war, she has 20,000 surplus horses 
that will be traded to Russia and Poland 
for fodder to feed the 400,000 horses that 


will remain in Finland. 
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ZIONISTS LOOK TO U.S. FOR FUNDS — 
TO FINANCE PALESTINE SETTLERS 


American help will be required to 
support immigrants, regardless of 
what solution is reached by Britain 


The financing of a Palestine set- 
tlement now is becoming a major fac- 
tor in Great Britain’s efforts to find a 
permanent solution to the troubles in the 
Holy Land. 

Underlying the political strife 
over Arab and Zionist claims to the ter- 
ritory is the basic question of who is to 
pay for any resettlement of population. 
It becomes apparent that the U.S. may 
have to back up with dollars its own in- 
terests in the affairs of Palestine. 

Any attempt to raise the general living 
standard of the Arabs would require 
outside funds. And Zionist Jews, unwill- 
ing to accept any permanent settlement 
short of a Jewish state in Palestine, now 
find that they could not finance large- 
scale Jewish immigration without sub- 
stantial help. 

@ The cost of heavy Jewish immigration 
into Palestine has been figured out to the 
last dollar by economists hired by the 
Zionists. Cost studies have been made by 
a group of American economists, headed 
by Robert R: Nathan, wartime chairman 
of the Central Planning Division of the 
U.S. War Production Board. These fig- 
ures show: 

To settle 100,000 Jews, get them estab- 
lished in occupations and provide them 
with all necessary public services would 
cost $255,000,000. This number, 100,000 
Jews, is the minimum that the Zionists, 
with President Truman’s backing, have 
been urging the British Government to 
admit to Palestine. Actually, more Jews 
than that are living as displaced persons 


in Germany and Austria today and are 


anxious to reach Palestine. 

To settle 616,000 Jews, and establish 
them permanently would cost about 
$1,892.000,000. This number, according 
to Jewish calculations, is the minimum 
that might emigrate to Palestine if its 
doors were opened to all comers. 


To settle 1,125,000 Jews and expand 
the country’s facilities to care for such a 
large number of new residents would cost 
about $2,692,000,000. This number is the 
maximum that might emigrate to Pales- 
tine, according to Jewish calculations. 
The Jewish Agency, the world represent- 
ative of the Jews in Palestine, makes its 
long-range plans in terms of a million im- 
migrants, 

@ Breakdown of costs is shown in the 
chart on page 8. The figures in this chart 
are for an immigration into Palestine of 
616,000 Jews over a period of 10 years. 

Immigration services would be the 
first expense. It is estimated that it would 
cost about $200 for each adult immigrant. 
Children would be more expensive. Immi- 
gration and four years care of a child 
would cost about $1,140. The Jewish 
plan to bring 100,000 Jews immediately 
from Europe to Palestine calls for about 
$45,000,000 in emergency relief outlays. 
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President Truman has offered U.S. Gov- 
ernment funds to transport these emer- 
gency refugees to Palestine. The total 
cost for transportation and care en route 
would be about $10,000,000. 

Irrigation of additional land in Pales- 
tine would be necessary to provide food 
for a larger population. Irrigation of land 
to make room for 100,000 refugees would 
cost about $25,000,000. To handle an 
influx of 616,000 Jews would cost $64,- 
000,000. 

Power installations in Palestine would 
have to be expanded as the population 
increases. It would cost $108,000,000 
to provide electrical service for 616,000 
additional people. 

Agriculture would be the occupation 
of about one eighth of the Jewish popula- 
tion after 10 years of immigration. To 
equip these farmers for a decent stand- 
ard of living would cost about $236,- 
000,000. 

Manufacturing would provide the live- 
lihood of one fifth of the Jewish labor 
force after 10 years of large-scale immi- 
gration. Potash, citrus-fruit products, 
diamonds, style goods, handicrafts, opti- 
cal instruments and other specialties 
would be the leading output of Jewish 
industry in Palestine. This expansion 
would need an investment of $140,000,- 
000 over 10 years’ time. 

Housing for immigrants would be one 
of the heaviest expenditures. Immigra- 
tion of 616,000 Jews in 10 years would 
require construction of 321,000 rooms, 
not to mention the rooms needed to 
replace outworn construction and to care 
for the natural growth of the population 
already living in Palestine. Additional 
housing would require an investment of 
$792.000,000 over 10 years. 

Other expenses to care for 616,000 
new settlers would total about $400,- 
000,000. This includes sums for indus- 
trial and- public buildings, expansion of 
transport facilities and trade. About one 
third of Palestinian Jews would be en- 
gaged in trade within 10 years after a 
large immigration. 

@ Where the money comés from is 
another matter. Jewish organizations in 
the United States last year, in a United 
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A Cost Estimate for Creating a Jewish State in Palestine 
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Jewish Appeal, raised $102,000,000. This 
year they seek $170,000,000. Only half 
of that can be spent in Palestine. The 
rest is needed to relieve distress in Eu- 
rope. Jewish figures show that, when 
all existing sources have been tapped, 
outside help will still be needed to meet 
the expenses of large-scale immigration 
to Palestine. 

Sterling balances owed by Britain to 
Palestine from wartime _ transactions 
would provide about $400,000,000, econ- 
omists estimate. | 

Savings by Jews in Palestine during 
the next 10 years would provide about 
$360,000,000 for investment in develop- 
ment of the country, 

Private investments from other coun- 
tries in the expanding economy of Pales- 
tine might bring $160,000,000 over a 
decade. This will happen, of course, only 
if the country is peaceful during the 
coming years. 

Contributions from individuals in the 
United States and other countries where 
there are large Jewish populations able 
to spare money for Palestine would bring 
in a minimum of $120,000,000 in 10 
years, it is estimated. Perhaps this source 
would provide far more. In 25 years, from 
1919 to 1944, contributions from abroad 
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supplied Palestine Jews with about $120,- 
000,000. Two thirds of this came from 
the U.S. 

Immigrants’ cash, brought with them 
from their former homelands to Palestine, 
was the main source of imported capital 
for the development of Palestine in the 
past quarter century. Up to 1939, immi- 
grants, mainly from Europe, had brought 
with them about $300,000,000 to invest 
in Palestine. The effects of Hitler’s racial 
policies, however, have all but wiped out 
this source of funds for Palestine in the 
future. Jewish leaders expect most of the 
future immigrants to be penniless. 

Reparations from Germany are a 
source of funds on which Jewish leaders 
believe they have a valid claim. They 
think that, if Germany were required to 
contribute $2,000,000,000 toward the 
development of Palestine, this would be 
only partial repayment for the suffer- 
ings of the Jewish people at the hands 
of the Germans. However, Zionist lead- 
ers do not expect much, if anything, 


_from Germany. They recognize that 


countries overrun by Germany will take 
most of what Germany can pay in 
reparations. 

Public loans are the only remaining 
source from which the Zionists can obtain 
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the financial help needed to build up 
Palestine if large-scale immigration is 
permitted. 

@ Outside help thus will be required if 
Palestine is to be able to support many 
more Jewish settlers in the years to come. 

An emergency program of 100,000 
immigrants from the displaced persons 
camps would require some financial as- 
sistance. The Jewish Agency has told 
President Truman that this program 
would require a relief contribution, pri- 
ority on vital materials and loans either 
from the United States or from an inter- 
national agency. 

Free immigration of 616,000 Jews in 
10 years would require more than $850,- 
000,000 in loans or grants over and 
above the funds the Zionists can raise 
themselves. Maximum immigration of 
1,125,000 Jews would require about 
$1,500,000,000 that the Jews cannot 
raise from their own resources. 

Large-scale immigration would cost so 
much the Jews would have to get outside 
help. The U. S. is the logical place to get 
it. If the program is financed internation- 
ally, U.S. dollars probably would prime 
the pump. This vast financing job is to 
play a bigger part in decisions affecting 
Palestine’s future. 
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BRITISH TAX PROGRAM 
RETARDS PRODUCTION 


Withholding levy takes most of 
the pay workers get for overtime, 
thus encouraging absenteeism 


Reported from 
LONDON 


Britain’s withholding tax system 
is obstructing the Government's cam- 
paign to get more production from indus- 
trial workers. 

Income taxes deducted from pay 
checks cut so deeply into overtime pay 
that many skilled workers are refusing 
to stay on the job beyond a standard 
work week. The situation is causing so 
much concern that a tax cut in the lower- 
income brackets is possible some time 
this year. 

The trouble arises from the fact that 
the withholding tax—popularly known as 
pay as you earn, or PAYE—jumps sharply 
once a worker adds to his gross earnings 
through overtime. The result is that an 
extra day’s work adds little to normal 
take-home pay. 

As an example, a $20 wage for a five- 
day week is subject to $2 withholding. 
But a sixth day’s work at time and a half, 
adding $6 to gross pay, increases the 
withholding tax deduction to $3.60. 
Thus, the worker’s eight hours of over- 
time add only 80 cents to what he would 
get for an ordinary day. 

“On that basis,” reports E. J. Drechsel, 
staff correspondent of World Report in 
London, “few workers in England today 
are eager to exert the extra effort.” 

One Labor member of Parliament, 
who blames such industrial absenteeism 
on PAYE, calls that method of revenue 
collection “A perfect example of the per- 
fect tax that has become a perfect nui- 
sance.” 

@ PAYE troubles, in addition to the 
overtime problem, are creating deter- 
rents to production. 

Absence from work, which obviously 
cuts down total earnings for the year, 
gives the employe an immediate benefit 
in cash when he returns to the job. That 
result makes unscheduled vacations espe- 
cially attractive to tired Britons. It works 
out like this: 

Unlike the U.S. system, under which 


refunds are made after the end of the 
year in the event of overcollection, the 
British tax is adjusted from week to week 
to keep it in line with the employe’s 
actual income. Any unemployment re- 
duces his total earnings. In consequence, 
his average weekly earnings are lower 
than they would be if he had worked 
steadily. This means that the tax al- 
ready collected is more than his actual 
liability and that, when he returns to 
work, he gets an initial refund for over- 
payment of taxes and not a deduction. 

Layoffs between jobs tend to be 
stretched out for the same reason. Many 
workers feel that nonpayment for idle 
days is not so bad if the first week of a 
new job brings with it a refund for part 
of the taxes deducted from previous earn- 
ings. 

Recreation, neglected during the war 
because of patriotism and the lure of over- 
time pay, now is attracting more work- 
ers, and PAYE is partially responsible. 

Factory workers frequently take time 
off to watch a midweek football game. 
Farm hands have developed the habit of 
quitting sharply at the end of a standard 
day because extra hours increase their 
taxes. And office workers paid by the 
hour have little reluctance to report late 
or leave early. With their tax cut pro- 
portionately more than their earnings, 
they feel the penalty is not too severe. 
@ Government revenue is_ suffering 
along with production because of the 
quirks that have grown out of actual op- 
eration of PAYE.: Reduction in wartime 
rates of taxation was expected to reduce 
revenue, but that probably does not ac- 
count for all the drop of more than $35,- 
000,000 weekly in income-tax collections 
from the rate a year ago. 

Chancellor of the Exchequer Hugh 
Dalton had anticipated less revenue from 
income taxes during the fiscal year now 
drawing to a close. Reduction of the 
standard rate from 50 to 45 per cent and 


raising of the allowance for earned income 
from 10 to 12% per cent were included 
in what he presented in Parliament as an 
“incentive. budget.” He has discovered 
that, in practice, the incentives have not 
been sufficient to cancel out irritations 
over tax penalties on overtime work. 

@ Further tax cuts now are being 
studied hurriedly as a probable way out 
of the PAYE impasse. 

Even the Federation of British Indus- 
tries, which represents management, has 
joined the workers in arguing that reduc- 
tions should come out of direct taxes if 
production is to be encouraged. 

Indirect levies, such as a sales tax, 

have been gaining favor in some quarters 
as a substitute for revenue that will be 
lost if income-tax rates are cut again. But 
it is likely that the Government will stick 
to direct taxes even in seeking a remedy 
for the ills of PAYE. 
@ The new budget may contain recom- 
mendations for taxes on gambling or 
capital gains, neglected up to now as 
sources of revenue. PAYE is to stay. The 
British Treasury insists that withholding 
is the only practical way to collect in- 
come taxes. But lower rates, with slower 
progression of brackets, may become 
necessary_to end the present resistance 
against overtime that adds relatively 
little to the pay envelope. 
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WORKERS AT THE RACES 
How to duck the higher brackets 
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LABOR UNREST INVITES 
FIRM POLICY IN JAPAN 


General MacArthur is likely to issue 
more direct orders in the future to 


prevent strife upsetting the economy 


Reported from TOKYO 
and WASHINGTON 


Widespread unrest in the ranks of 
Japanese labor is forcing the United 
States to alter its occupation policy for 
Japan. There are indications that direct 
military orders will be issued more freely 
from now on when the suggestions of 
occupation authorities are ignored by 
Japanese leaders. 

Inability of labor and manage- 
ment to work out their differences and 
assume a proper share of the responsi- 
bility for economic recovery is causing 
this shift in policy. The first indication 
was General of the Army Douglas Mac- 
Arthur’s order prohibiting a ‘general 
walkout of governmental employes. Soon 
afterwards the Supreme Commander or- 
dered the Japanese Government to hold 
a general election in the spring and give 
the people a chance to decide whether 
they wanted to replace the existing Gov- 
ernment which is being subjected to con- 
siderable criticism. 

In the strike situation, Japanese mod- 
erates on both sides failed in their efforts 
to bring about a settlement. Extremist 
elements in the labor movement opposed 
a compromise because their foremost 
objective was to unseat the Yoshida Cab- 
inet. The existing Government’s stub- 
bornness in the negotiations indicated 
its desire to have MacArthur crack down 
on labor. 

@ Labor's position now is one of confu- 

sion and bitterness. Fear exists that the 
Government will try to use MacArthur’s 
order ‘to break the trade union move- 
ment, even though assurance has been 
given by occupation authorities that the 
order applies ,only to strikes of a general 
nature. 

Two factors underlie the wave of labor 
unrest in Japan: Workers want to over- 
throw the Yoshida Cabinet, and they 
want higher wages to match the coun- 
try's mounting inflation. They blame the 
Cabinet for Japan’s economic troubles. 
Few Japanese workers realize that ex- 


tremist leaders may be using strikes to 
gain personal power or to strengthen 
the hand of Communists. 

Right-wing unions generally uphold 
MacArthur’s action as fully warranted. 
Some of their leaders fought against the 
general strike of Government workers. 
But the main drawback is that labor in 
Japan, long suppressed by the military 
and industrial interests, lacks trained 
and responsible leadership. 

Left-wing unions will not admit de- 
feat. Some units of the Government and 
Public Office Workers Unions already 
have notified members to stand by for 
independent strikes at a moment's notice. 

Yashiro Iyi, chairman of the strike 
committee for the 2,600,000 Government 
workers, has gone over the head of Mac- 
Arthur by appealing to the Far Eastern 
Commission in Washington to send rep- 
resentatives to Japan to study the dispute. 

The Communist Party gave full sup- 
port to the threatened strike of Govern- 
ment employes, which would have para- 
lyzed transportation of food and coal, shut 
off electrical power and water facilities, 
suspended postal and telegraph service 
and in general thrown the country into 
chaos. When the strike was blocked, the 
Communists achieved one of their main 
objectives, to carry their attack on the 
Government to a point where occupation 
authorities had to intervene. 

When Premier Yoshida visited the 
Agriculture Ministry, after the strike of 
Government workers had been settled, he 
was greeted by 300 union demonstrators 
who waved red flags and shouted: “Down 
with Yoshida.” A union leader told the 
Premier: “We have abandoned our gen- 
eral strike but not our struggle.” 

The Moscow press is attacking Mac- 
Arthur for forbidding the general strike. 
Russian newspapers say he violated the 
democratic rights of Japan’s masses, acted 
contrary to the principles of the Potsdam 
Declaration and gave comfort to reaction- 











THEIR REAL OBJECTIVE WAS TO UNSEAT THE GOVERNMENT 
Tokyo workers at a giant demonstration called to protest against Government policies 


ary forces that are resisting the liquida- 
tion of Japanese militarism. Lieut. Gen. 
Kuzma Derevyanko, Soviet representa- 
tive on the Allied Council, has been 
critical of the handling of labor and 
other occupation policies in Japan. 

|] Management’s position regarding Jap- 
anese labor is virtually the same as that 
of the Yoshida Cabinet. Both fear that 
organized labor is gaining too much 
power. 

@ Government strategy is to blame the 
Communists for causing strikes and to 
try to minimize the underlying causes 
of labor unrest—mounting unemployment 
and rising living costs. 

Public opinion, which of late generally 
has been against the Yoshida Cabinet, 
rallied to the Government’s side in the 
threatened general strike of Government 
workers. A Tokyo poll showed 65 per 
cent against the strike, 21 per oent for 
it and 14 per cent undecided. 

A Cabinet shake-up has been carried 
out by Yoshida, but most of the key posts 
remain unchanged. The existing Gov- 
ernment, which derives most of _ its 
strength from the industrialist and land- 
lord classes, suddenly abandoned its 
efforts for a coalition with the more 
liberal Social Democrats when the strike 
ef Government workers was averted. 


The ninety-second session of the Diet, 

after thrice being postponed, has been 
called by the Government. Foremost on 
the agenda is labor legislation. 
@ For occupation authorities, the labor 
problem is a paradox. Officials are in the 
position of encouraging the democratic 
growth of Japanese labor unions but at 
the same time they are preventing labor 
demonstrations that may impair the oc- 
cupation. 

By personally banning the general 
strike of Government workers, Mac- 
Arthur for the first time has acknowl- 
edged his responsibility for the Japanese 
economy. His statement justifies inter- 
vention on the ground that a general 
walkout would cripple the defeated na- 
tion’s already wobbly economy and oblige 
the Allies to send more foodstuffs to 
Japan. 

MacArthur tried to avoid issuance of 
a direct order. Several days prior to the 
strike deadline, the General indirectly 
advised the unions that a strike of such 
proportions could not be _ tolerated. 
Leaders answered that nothing less than 
a direct order could stop the walkout. 

Joseph Fromm, Tokyo correspondent 
for World Report, says in a wireless dis- 
patch that extremist elements in the 
Government unions took advantage of 
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confusion within labor’s ranks to block 
an attempt by moderate leaders to call 
off the strike. The extremists were led 
by Kyuichi Tokuda, secretary-general of 
the Communist Party. They insisted on an 
order, in writing, from MacArthur. 

“Real significance of the entire epi- 
sode,” says Fromm, “is the fact that 
MacArthur now finds his policies chal- 
lenged both by the right and left. At the 
right is the Yoshida Government, which 
for eight months has been lagging on al- 
most every reform sought by the Supreme 
Commander. At the left is labor, which 
now is challenging MacArthur's policies 
for the first time.” 

The U.S. wants to continue ruling 
Japan by suggestion whenever possible. 
It is becoming apparent, however, that 
a firmer stand may become necessary. 
Japan’s reserves of raw materials are 
getting dangerously low, production is 
declining and fear is widespread that 
Japan is heading for an economic crisis 
in March. Drastic and immediate eco- 
nomic reforms are essential to check 
inflation. Therefore, direct orders from 
MacArthur appear the likely course to 
prevent a further widening of the gap 
between wages and living costs which is 
driving labor to the left-wing forces 
dominated by Japan’s Communists. 
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RUSSIA FAILS IN BID TO REPLACE 
GERMANY IN CHEMICAL INDUSTRY 


Inability to utilize captured plants 
efficiently balks Soviet scheme 
to take over world leadership 


Reported from 
BERLIN 


Russia is failing in her attempt to 
develop the world’s greatest chemical in- 
dustry. Control over most of Germany’s 
chemical plants is not to put Russia in a 
position to outsell U. S. and British com- 
panies. 

A variety of troubles has plagued 
authorities in the Soviet zone of Ger- 
many in their efforts to get chemical 
plants, laboratories and brains into full 
swing behind the Russian economy. Dif- 
ficulties inside Russia are slowing down 
her own chemical industry’s attempt to 
develop into a big business. 

From Berlin, World Report's staff cor- 

respondent Thomas Hawkins cabled last 
week: “Russia’s aim now is to supply 
her own industries and farms with 
enough chemicals to allow them to pro- 
duce. Soviet hopes for setting up a 
great chemical industry have not been 
abandoned. But the day when Russian 
exports will become a factor in world 
markets is considered far away.” 
@ Troubles in Germany are behind the 
change in Russian ideas. The Soviet bid 
for world leadership in chemicals was 
to have been based on control of 60 
per cent of Germany's chemical plants. 
Now the productive capacity of the 
plants in Russia’s zone of Germany has 
been dissipated. 

A dilemma presented itself before the 
Russians could begin to carry out their 
scheme to build a big chemical busi- 
ness. One alternative was to remove pro- 
duction facilities from Germany and set 
them up in the Soviet Union. That in- 
volved a loss in the value of the plants 
as a result of moving them. The other 
alternative was to leave the plants in 
Germany and take the chemicals they 
turned out as reparations and as pay- 
ment for Russian food and goods deliv- 
ered to Germany. That meant running the 
risk of losing the facilities altogether 
once the final peace was made with Ger- 
many. 
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Plant removal was what the Russians 
decided on, Wholesale transfers of facili- 
ties and of hundreds of scientists and 
technicians to Russia were put into effect. 
Plants were dumped on flatcars and ships 
by unskilled workers. Frequently whole 
shipments of instruments arrived in Rus- 
sia corroded and useless. The equipment 
moved lost from 60 to 80 per cent of its 
usefulness in the process. 

Plant restoration in Russia, once the 
German equipment had arrived, pre- 
sented more problems. German chemists 
were moved in to operate the plants, 
but engineers and workmen were needed 
to set them up. Both are scarce in Russia. 
New houses, roads, drainage systems and 
other facilities have to be built. Again, 
both materials and labor are needed. 

As a result, virtually no chemicals 
have been turned out by transferred 
plants. Some facilities for producing 
sulphuric acid and other heavy chem- 
i¢als that involve simple processes are 
just beginning to get into operation. 

Reports of dissatisfaction among the 
transferred German technicians suggest 
more difficulties. Larger rations and 
other special privileges have been grant- 
ed. Other Allied authorities in Germany 
figure that the Russians probably got the 
biggest number of top German chem- 
ists. Munitions workers transferred from 
Germany have been teaching the Rus- 
sians chemical processes for military 
purposes. But there are no signs of big 
business. 

A change in policy now has been de- 
cided on. Plant removals have been 
halted. Actually some facilities still in 
serviceable condition are being returned 
from Russia to the Soviet zone in Ger- 
many. The idea is to produce chemicals 
in Germany and ship them to Russia. 

Another snag is making things difficult 
for this new plan. Each chemical plant 
in the Russian zone is being run by a 
Joint German-Russian Industrial Associa- 


tion. The plants and the Association in 
turn are under the Soviet Industrial 
Corporation, which has over-all charge 
of industry in Eastern Germany. 

Difficulty arises from the fact that 
chemical plants in Eastern Germany fre- 
quently must rely on other plants or 
offices of the sprawling German chemical 
combine located in Western Germany for 
direction and, in some cases, for inter- 
mediate processing of chemicals they 
manufacture. 

All segments of the chemical industry 
are closely related to and dependent upon 
other branches of Germany's Stagnant 
industry. Before the war, chemical plants 
obtained their coal from the Ruhr, now 
in the British zone. As long as there 
is no economic unity between Western 
and Eastern occupation zones, chemi- 
cal plants under Soviet contro] must 


scrape along with what coal they cam: 


get from Poland. 

@ The Russian industry is having trov- 
bles of its own. The Five-Year Plan calls 
for a 60 per cent increase in chemical 
production in Russia by 1951. The pro- 
gram is handicapped by the same short- 
age. of raw materials and labor that are 
hampering recovery all over Europe 
Difficulties of communication and 
strained transportation facilities add te 
the problems. For the next few years, 
emphasis is to be placed on turning out 
fertilizers, insecticides and other chem- 
icals needed by agriculture at home. 

Chemical engineers are being re- 
cruited in Germany to show the Russians 
how to build a full-scale chemical indus- 
try from the ground up. That is to take 
time—longer than the four years remain- 
ing in the Five-Year Plan. Skilled techni- 
cians will have to be trained to get the 
new industry into production. 

Competition comes from established 
industries like coal, steel and housing. 
They have priority on delivery of mate- 
rials and on man power. That too will 
slow up the development of a chemical 
business. 

In any event, Russia’s interest in chem- 
icals now is for her own heavy needs, not 
for trade. Imports of chemicals probably 
will be needed by the Soviet Union for 
some time to come. 

@ The Allied stake in Germany’s chem- 
ical industry is spotlighted by Russia’s bid 
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to take it over. Before the war, Germany 
sold more chemicals to the world than 
did any other country. The future of that 
industry therefore is of vital interest to 
chemical manufacturers in Britain and the 
U.S., the other major producers. With 
plants whose capacity has been expanded 
by the war, Western manufacturers now 
hope to take over the world markets lost 
by Germany and Japan. 

Cartels complicate the job of settling 
the future of Germany’s chemical indus- 
try. German chemicals and I. G. Farben- 
industrie are to all intents and purposes 
one and the same. I. G. is the biggest 
chemical company in the world. It was 
the most powerful business in Germany, 
and before the war had connections with 
almost every chemical company in the 
world. It was at the hub of all German 
cartels and of many international com- 
binations. 

If Germany's war potential is to be 
destroyed, if research is to be controlled, 
if reparations are to be provided from 
plants and their products and Germany 
is to be allowed to revive her own in- 
dustry and agriculture, an Allied agree- 
ment must be made on I.G, Farben. 
But no final agreement has yet been 
reached. Germany's chemical industry re- 
mains, and control of it by one coun- 
try might mean a threat to every other 
nation. 

German leadership in chemicals was 
based on research facilities, unequaled 
elsewhere in the world. I. G. Farben 
alone kept more than 1,000 specialists 
doing nothing but research. Technicians 
were trained constantly to maintain the 
momentum of research and were not 
diverted to the armed forces during the 
war. An elaborate patent system long 
has protected German leadership. The 
records have been carefully kept. War 
damage to Germany’s modern chemical 
plants is estimated at no higher than 15 
per cent. It was calculated at the end of 
the war that prewar capacity could be 
restored in a matter of three months. 

Russia’s hope was to harness the un- 
damaged plant capacity of its zone in 
Germany to a growing chemical industry 
at home and come up with a business 
more powerful than I. G. Farben. West- 
ern businessmen feared that the Soviets, 
buttressed by exclusive trade agreements 
with the countries of Eastern Europe and 
the Balkans, could reach a position where 
they could call the turn in the world 
market. Government bookkeeping, Gov- 
ermment wages and state trading on an 
unprecedented scale would be hard to 
buck. But Russia failed. 

Now there is a growing feeling that, 
unless progress is made in destroying car- 
tels in Germany, and unless agreement 
is reached soon on how much industry 
Germany is to be allowed to keep, the 
German chemical industry itself will make 
a comeback in world markets long before 
Russia is able to satisfy her own needs, 





A RUSSIAN PROBLEM IN ECONOMY 





Whether it is better to carry off the factories... 


—Black Star 
«+. or run them in Germany and use what they make 
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RECOVERY VS. REFORM IN BRITAIN 
IS ISSUE MENACING GOVERNMENT 


Production lag raises question of 
whether country’s economy can be 
revamped and export goals attained 


Reported from 
LONDON 


England’s production crisis is ad- 
vancing to the stage where the Socialist 
Government may have to choose be- 
tween recovery and reform. 

The 19 months’ drive of the 
Labor Cabinet for a planned economy 
is running into unplanned weather and 
warnings of economic indigestion. An un- 
usual spell of arctic weather, crippling 
coal production and distribution, has 
forced the Government to impose drastic 
cuts in the use of coal and electricity. 
The wave of factory shutdowns and mass 
unemployment that followed has caused 
members of the Government to warn 
that the extremely critical situation might 
even cause the fall of the Attlee Cabinet. 

Bills to nationalize key industries 
and impose far-reaching controls over the 
rest of the economy, meanwhile, are 
being pushed through Parliament. Now 
the question is beginning to be asked 
whether Britain can revamp her whole 
economic setup and attain record levels 
of production at the same time. 

Events of the last few days have dram- 
atized the problem. British workers 
and householders, as well as Government 
leaders, are acutely aware of what the 
nation is up against. 

Workers have no jobs to go to as long 
as the crisis in coal and electric power 
lasts. Factories are unable to operate, 
while the Government order shutting off 
fuel and power is in effect in the London 
area, in the industrial Midlands, in and 
around Birmingham, and in Northwest- 
ern England. 

Ocean-going ships have been held up 
by the hundreds in British ports for lack 
of eoal. Cargoes needed to fulfill Britain’s 
“export or die” program have failed to 
move. A Government order temporarily 
limiting coal to domestic use has pre- 
vented ships from filling their bunkers. 

Householders, relying on electricity for 
much of their heat as well as for light, 
have been put on emergency rations. 
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Return of milder weather, while it is 
counted on to lift these emergency 
measures, is not to solve any basic prob- 
lems. In mid-January, before the Labor 
Cabinet knew the cold spell was coming, 
it admitted officially that the country was 
in deep trouble. 

What makes things worse, so far as 
the Labor Government is concerned, is 
that coal is at the center of the difficulty. 
Though output of coal is higher than it 
was a year ago, supply is still below de- 
mand. A shortage of coal accounts for 
the present emergency and for some of 
the accumulating troubles in industrial 
production and export. Yet the coal min- 
ing industry was the first to come un- 
der Government ownership and control 
through nationalization. 

As boss of the nationalized mines, 
Fuel Minister Emanuel Shinwell has had 
to issue orders curtailing consumption. 
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FUEL MINISTER SHINWELL 


An ill wind blew from the Arctic 


He also has had to hear Anthony Eden, 
deputy to Winston Churchill on the 
Opposition, accuse the Government of 
a lack of foresight. In addition, during 
Conservative attacks in the House of 
Commons, Shinwell had to suffer in 
silence the reminder that last October he 
vehemently denied the possibility of a 
coal crisis. 

@ Britain’s planners, in situations such 
as this, have had to shuttle back and 
forth between blueprints for the lon« 
future and hastily devised measures for 
emergencies. But now opinion is devel- 
oping that they have neither the time 
nor the energy to do a good job on both 
of them. 

Laws already are on the books per- 
mitting the Government to socialize coal, 
the Bank of England, civil aviation, cable 
and wireless communications. Each of 
these is a sizable operation. Government 


ownership has begun, but the problems | 


of management by a public authority are 
only beginning to appear. 

Bills are now going through Parlia- 
ment that would authorize the Govern- 
ment to take over and operate Britain's 
railroads, canals, London’s transport sys- 
tem, and the nation’s electric light and 
power industry. The transport bill alone 
is described by the Minister of Transport 
as “the largest and most extensive sociali- 
zation measure ever presented to a free 
democratic Parliament.” Additional bills 
are expected, before this session of Parlia- 
ment ends, to nationalize the gas industry, 
the petroleum industry and perhaps still 
others. 

Controls, apart from nationalization, 
apply to the 80 per cent of the economy 
left in private enterprise. Wartime regula- 
tions still cover prices, allocation of raw 
materials, consumption of food, fuel and 
clothing, exports and imports, and the 
use of land. The Government has ob- 
tained new controls over the investment 
market, and expects further grants of 
power that will affect agriculture, land 
development in town and country, and 
the relations between labor and industry. 
@ Operation of all these controls and 
nationalized industries calls for trained 
man power, experience, harmonious re- 
lations among labor, management and 
Government, and the promise of rising 
standards of living. 





—-_.: — 



















SE 


INTRODUCED IN FIRST 
SESSION OF PARLIAMENT 


OCTOBER 1945_ 


DECEMBER 1945— 
NATIONALIZE COAL MINES 


JANUARY 1946— 
a MADYE 2 BMG e) BE le) a 


MARCH 1946— | 
NATIONAL HEALTH SERVICE 


APRIL 1946— | 

CONTROL OF CIVIL AVIATION, 
IRON AND STEEL, CABLE AND 
WIRELESS, NEW INDUSTRIAL 
AREAS maak 











NATIONALIZE BANK OF ENGLAND 








Britain’s Timetable for Socialization 
i ctatlteeltiencanl % Proposal for Government Control) 






INTRODUCED IN SECOND 
SESSION OF PARLIAMENT 


NOVEMBER 1946— 


BULK BUYING OF COTTON IM- 


PORTS; ee ae OF 
TRANSPORT 


DECEMBER 1946— | 
STATISTICAL REPORTS FROM BUSI- 
NESS AND INDUSTRY; CONTROL 


OF AGRICULTURE 


JANUARY 1947—_ 
CONTROL OF LAND USE; NA- 
TIONALIZATION ‘OF LIGHT AND 


POWER: COUNCILS TO CONTROL 


NON-NATIONALIZED INDUSTRIES 


on ee a a See , 


oP 








Man power, however, is Britain’s 
fundamental shortage. There are not 
enough men at hand or in sight to pro- 
duce what is needed for home and for 
export, maintain the armed _ forces 
throughout the Empire, and at the same 
time overhaul the whole economy. Civil 
servants trained in managing large in- 
dustries or in administering complex con- 
trols are scarce. 

Time is as short as man power. Pro- 
duction crises keep bumping into long- 
range plans. Members of Parliament are 
asked to understand, debate and legislate 
complicated measures which look far into 
the future while the present demands 
their attention. After rushing through 
70 important measures in the first session, 
the second session of Parliament now is 
beginning to bog down under a new load. 
Result, since the Labor Party has an 
overwhelming majority, is passage of 
bills that delegate broad powers to Gov- 
ernment ministries. 

Wartime harmony among labor, man- 
agement and Government has begun to 
wear thin under the strain of peace. 


“Wildcat” strikes and pressure for a 40- 
hour week have made labor a delicate 
problem for the Labor Government. Con- 
trols and nationalization schemes are 
beginning to reveal defects to manage- 
ment. 

A brighter future under a planned 
economy becomes less likely as produc- 
tion and exports run into difficulties. The 
Briton’s long dose of austerity, begun in 
1939, threatens to continue if it does not 
in fact become worse. A standard of living 
lower than the present, already below 
prewar, may have to be continued unless 
more exports can be shipped to buy more 
imports and pay off debts to other nations. 
@ Indigestion in Britain’s economic sys- 
tem is becoming noticeable as troubles 
pile up on a partially planned economy 
not yet ready for them. The Government 
is praised for its frankness in recognizing 
the troubles but condemned for not pre- 
venting them. 

Demands of recovery are pressing 
hard on Socialist desires for reform. Spe- 
cific ways and means of increasing pro- 
duction are asked for. Exhortations to the 
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workers to work harder are viewed in a 
dim light. Incentives to produce are 
sought. The nation’s need for production 
is assuming priority over new blueprints 
for socialization. 

A coalition government is even sug- 
gested, in some quarters, as a solution. 
Wartime partnership between Conserva- 
tives and Laborites thus would be re- 
vived. But such talk, World Report is 
advised by its London correspondent, E. 
J. Drechsel, “is wishful thinking by Tories 
and a few of the more conservative La- 
borites who are scared. Anyway, Labor 
has such an overwhelming majority that 
defection of even some leaders would 
not break the Party. Any leader trying 
to form a coalition government would be 
expelled.” 

A change of pace, rather than a change 
in the Government, is to be expected. 
Pressure to nationalize more industries 
may have to yield to the more urgent de- 
mands of industrial production and the 
crucial drive for exports. The Labor 
Cabinet is now close to the spot where 
it has to put recovery ahead of reform. 
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STAKE ABROAD COSTLY 
TO U.S. TAXPAYERS 


Price of international role in next 
fiscal year may take 2.5 per cent 
of income compared with .09 in 1940 


Taxpayers of the U.S. now can 
count up the costs to them of their 
country’s expanded role in world affairs. 

The bill for international affairs 
is to take a huge slice of tax revenue in 
the years ahead. Anticipated expendi- 
tures are out of sight in comparison 
with those of 1940, the year before the 
U.S. went to war. And these peacetime 
costs do not include any military or de- 
fense expenses. 

Although Congress is likely to cut the 
Administration's budget for the fiscal 
year that begins July 1, 1947, it is highly 
doubtful if any substantial reductions 
can be made in the allowances for inter- 
national spending. Consequently, tax- 
payers can tell with reasonable accuracy 
now what it will cost to be citizens of 
one of the world’s biggest powers during 
peacetime. 

@ International affairs, if carried on at 
the rate anticipated in President Tru- 
man’s budget and in other estimates of 
actual expenditures, will take almost 2.5 
per cent of the total national income of 


What World Affairs 








16 © WORLD REPORT 





the U.S. during the next fiscal year. 
During 1940, such expenditures amounted 
to only .09 per cent. 

If international affairs, international 
finance and national defense are lumped 
together, they will take 9 per cent of the 
national income in the 1947-48 fiscal year, 
compared with slightly more than 2 per 
cent in 1940. 

Following are estimates of actual ex- 
penditures for world affairs in the next 
fiscal year: 

Loans and credits abroad will amount 
to $2,396,000,000, compared with $29,- 
000,000 in 1940. The new figure includes 
$466,000,000 as the current share of 
the U.S. costs of participating in the 
International Bank. 

Gifts and grants abroad will cost 
another $1,413,000,000. The U.S. spent 
no public funds for such things in 1940. 

Spending in the year ahead will in- 
clude $305,000,000 to wind up the af- 
fairs of the United Nations Relief and 
Rehabilitation Administration; perhaps 
$250,000,000 for grants to Austria, 


Cost U.S. Taxpayers 
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Greece and possibly some other coun- 
tries, plus America’s share for participat- 
ing in the International Refugee Organi- 
zation. Relief to be distributed by the 
War Department:in former enemy coun- 
tries will amount to $645,000,000. Philip- 
pine war damage will cost U.S. tax- 
payers $137,000,000. 

International relations costs have sky- 

rocketed to keep pace with the bigger 
role the U.S. must play in world affairs. 
These expenditures, which include the 
pay roll and all other expenses of the 
expanded State Department, will amount 
to $186,000,000 in the next fiscal year. 
In 1940, they cost $21,000,000. 
@ The total bill to be paid by the U.S. 
for her participation in the affairs of the 
world, thus, has jumped from $50,000,000 
in 1940 to a fraction under $4,000,000, - 
000 for the year beginning next July 1. 
By far the bulk of this spending will be 
intended to speed recovery abroad and 
get war-stricken nations back on a sound 
basis for a full revival of world trade. 

Military spending, too, adds billions 
to the next fiscal budget. A substantial 
portion of these costs stem directly from 
U.S. concern over world affairs. 

National defense costs are estimated 
at $11,006,000,000 for the coming year, 
compared with $1,497,000,000 in 1940. 
It is possible $2,000,000,000 will be cut 
from the 1948 budget, a large share of 
it being taken out of civilian employment 
in the military services. 

Atomic energy development is ex- 
pected to cost $444,000,000 during the 
next fiscal year. No federal money was 
spent for this purpose in 1940. 

Merchant marine expenditures to 
finance the U.S. Maritime Commission 
are fixed at $204,000,000 in the Presi- 
dent's budget. In the year before the war, 
the figure was $98,000,000. 

Trade and industry promotion and 
regulation are to cost $96,000,000 in the 
coming fiscal year, against $16,000,000 in 
1940. This category includes funds for 
the Tariff Commission and the Bureau of 
Foreign and Domestic Commerce, both 
related to international affairs. 

@ The outlook makes it unlikely that 
Congress, in its budget reductions, will 
find it possible to cut much out of the 
costs of international affairs and _ inter- 
national finances. Some reductions may 
be made in the appropriations for inter- 
national relief and for relations with other 
countries, but these will not be substan- 
tial when compared with the total budget. 

The U.S. is committed, through the 
U.N. and its affiliated organizations, to 
lasting participation in international af- 
fairs on a scale that will add permanently 
to the tax bill of its citizens. 
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AMERICAN STAND ON CZECH LOAN 
WILL SET PRAGUE’S FUTURE COURSE 


If Washington grants credit, nation 
is expected to weaken links with 
Russia and increase trade with West 


Reported from PRAGUE, 
LONDON and WASHINGTON 


Czechoslovakia is putting it up to 
the United States to say how much in- 
fluence Moscow is to have over Prague. 

A shortage of dollars is limiting 
trade with the West. The alternative of 
more. trade with the East would tie 
Czechoslovakia tighter to Soviet Russia. 

The dollars with which to expand 
trade westward, however, are held up 
in Washington. Negotiations for a U.S. 
loan were suspended when Prague's dip- 
lomats applauded at the wrong moment 
during the Paris Peace Conference last 
summer. The loan continues to hang fire. 
Next move, which has a bearing on the 
extent of Russian influence in Europe, 
seems to be up to the U. S. 

What is going on between Washington 
and Prague is a small-scale war of nerves. 
James F, Byrnes, former U.S. Secretary 
of State, fired the opening volley at Paris 
when he retaliated for the Czechoslo- 
vakians’ apparent approval of a Soviet 
speech that denounced U.S. “imperial- 
ism.” Byrnes promptly ordered loan nego- 
tiations suspended. Ever since, the State 
Department has taken the position that 
the Czechoslovaks would have to mend 
their ways before getting any dollar loans. 

Now the Communists in Prague have 
entered the battle. The party newspaper 
complains of the amount of trade with 
the West reported for 1946, and urges 
the Government—in which it plays a key 
role—to face East. Prague's Communists 
ask that Russia have the majority, rather 
than a modest 12 per cent, of Czech- 
oslovakia’s exports and imports. 

Return to Washington of Laurence A. 
Steinhardt, U.S. Ambassador to Prague, 
is providing U. S. diplomats and financial 
experts with a chance to review the sit- 
uation. Steinhardt can testify on the 
progress of Czechoslovakia’s Two-Year 
Plan, and whether the country is a good 
or a bad risk for a loan. He is also ex- 
pected to report on the extent to which 
Moscow now influences a Prague Gov- 


ernment headed by a Communist, Pre- 
mier Klement Gottwald. 

@ On the surface, the Prague-Washing- 
ton controversy involves two _ specific 
issues, now that the affront to U.S. 
dignity at Paris has faded. 

Compensation for the property of 
Americans in Czechoslovakia is in dis- 
pute. Washington asks payment, partly 
in dollars, for U.S. plants and invest- 
ments swallowed up in newly national- 
ized industries. Prague protests that 
much of this property is claimed by 
Czechoslovakians who fled the country 
when Hitler moved in, and who there- 
fore deserve less than the people who 
stayed to fight it out. 

Assets proved to be American, it is 
insisted, will be compensated for ade- 
quately out of future profits of the in- 
dustries, but preferably not in dollars. 
As matters stand, Washington is demand- 
ing performance, and Prague is asking 
where the dollars are to come from. 

Adherence to the ITO, the Interna- 
tional Trade Organization sponsored by 
the U.S., is the second item in question. 
Unlike Russia, Czechoslovakia attended 
the London conference that worked on a 
draft charter for the new agency and has 
approved it in principle. But Washington 
is not yet satisfied that Prague will co- 
operate in detail. 

Controversy has been over these issues, 
rather than over any question of the 
soundness of the loan as a business risk. 
Privately, Washington officials agree that 
a $50,000,000 loan to Czechoslovakia is 
more likely to be repaid than larger loans 
proposed for a number of other countries. 
Prague's prewar record and the present 
prospects are more promising from the 
banker’s point of view than such candi- 
dates for U.S. loans as China, Greece 
and Italy. 

@ Dollar diplomacy, actually, is the 
basic issue. The question’ is whether U. S. 
loans are to go only to countries that play 
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ENOUGH OF THIS 
Coal on the surface in Czechoslovakia 


ball with the U. S. in international affairs 
and be denied to nations that team up 
with Russia. 

Dollars ought to be used, some Ameri- 
can diplomats feel, to revive the econo- 
mies of prostrate nations, to shore up 
governments friendly to Washington, and 
to improve the outlook for democracy in 
any showdown between it and commu- 
nism. 

This is the theory back of the $500,- 
000,000 loan to China, still pending, and 
back of proposed loans to Italy, Greece 
and Austria. It was with this theory in 
mind that Washington, nervous about 
Communist influence, drew back from a 
loan to Czechoslovakia, as it had drawn 
back earlier from a loan to Poland. 

Official bankers in the U.S. Govern- 
ment take a different view. They question 
whether dollar diplomacy pays off. When 
they make a loan abroad, they like to 
see a reasonable chance of getting their 
money back. Loans made primarily for 
political purposes do not always offer 
that prospect. Besides, these officials 
point out, political loans discriminate 
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Textiles (above) and steel (below) are at two-thirds prewar volume 






against some countries in favor of others. 
A chief purpose of the International 
Trade Organization, which the U.S. is 
urging Czechoslovakia to join, is to pre- 
vent discriminatory practices in interna- 
tional trade. 

Czechoslovakia, in this uncertain situ- 
ation, is sizing up her ability to get along 
without a loan from the United States. 
q] Under the Two-Year Plan, which be- 
gan in January, the Czechoslovaks expect 
to repair the damage done by war and 
the Nazis and get industrial output to 
10 per cent above prewar levels by the 
end of 1948. 

Industrial. output now is running be- 
tween 70 and 80 per cent of the prewar 
average. Coal is nearly up to the 1937 
production of 35,000,000 tons. Iron ore 
is about halfway to the 1937 level, raw 
iron is within 40 per cent and steel within 
80 per cent. Glass, paper and textile 
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plants are turning out between 60 and 75 
per cent of their prewar output. 
Production above prewar levels, in 
some cases three times as great, is re- 
ported for other industries. Output of 
electric power is 25 per cent above pre- 
war. Manufacturers of agricultural ma- 


chinery, machine tools, electric motors 


and motorcycles are turning out more 
than they did before the war. The number 
of locomotives produced last year was 
153, compared with 75 in an average pre- 
war year, and output of railway rolling 
stock has trebled. 

Expansion to reach planned goals 
throughout industry, however, calls for 
new plants, new equipment and mod- 
ermnization of old establishments. For 
these purposes, the Government intends 
to invest the equivalent of $1,200,000,- 
000 in the key fndustries that it national- 
ized a year ago. This investment approxi- 


mates the national income before the 
war. 

Source of this money is apparently to 
be inside Czechoslovakia, rather than 
through loans from other nations. As 
economists in Prague see it, with the 
Government in control of the economy, 
and with production going up, the prob- 
lem of floating a large internal loan this 
year and next offers no special difficulties, 
@ Key to the future is Czechoslovakia’s 
ability to expand exports and imports. 
Her internal production and prosperity 
rest on raw materials that have to be 
imported. Outside of coal and wood, 
most of the materials for industry have 
to come from abroad. Problem, there- 
fore, is to step up exports sufficiently to 
buy imports needed to keep her indus- 
tries operating at capacity. Like Britain, 
Czechoslovakia has to export or die. 

Goal is a volume of exports at least 
equal to prewar, and a substantial excess 
of exports over imports. Unofficial esti- 
mates in Prague, based on the rate of 
increase during 1946, are that the pre- 
war level may be reached by the end of 
1947, 

Performance to date puts the volume 
of trade at about half way to the goal. In 
terms of price, totals of exports and im- 
ports are actually above prewar levels. 
But because prices are three times as high 
as they were before the war, trade totals 
by value mean little. In terms of volume, 
exports and imports for the full year 1946 
figured out to about half of prewar, with 
exports running nearly 40 per cent above 
imports. 

Soviet share in Czechoslovakia’s trade 
is averaging about 12 per cent, compared 
with less than 2 per cent in prewar years. 
If countries within the Russian sphere of 
influence are added, the percentage rises 
to above 20. 

Countries to the west, as a group, 
dominate Czechoslovakia’s exports and 
imports. Switzerland is at the top of the 
list, first in rank and ahead of Russia. 
Sweden is close by. The U.S., though in 
the first 10 countries, continues to pro- 
vide about the same percentage of trade 
—between 6 and 8 per cent—as it did 
before the war. Biggest change is in Ger- 
many’s share, which has dropped from 
more than a fifth of Czechoslovakia’s 
total trade to around one twentieth. 

Dollar shortage is limiting expansion of 
purchases from the U.S. and other hard 
currency nations. Difficulty is that two 
thirds of Prague's trade is with countries 
whose currency is not readily convertible 
into dollars. As a result, Czechoslovakia 
is unable to buy the machinery and equip- 
ment she would like to order from the 
U.S. 

@ Washington is thus in a position to 
say whether Czechoslovakia’s ties with 
the West are to be strengthened or 
weakened. Without a U. S. loan, Prague’s 
only course would be to move closer te 
Moscow. 
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EUROPEANS ADOPTING 
CIGARETTE CURRENCY 


American brands becoming most 
popular medium of exchange in 
Germany and other countries 


Reported from 
LONDON 


American cigarettes now have be- 
come more valuable than the U. S. dol- 
lar as a medium of exchange in Germany. 
A cigarette is worth more than it was 
during the war. 

What is true in Germany is be- 
coming true in other nations of Europe. 
The cigarette’s value as a currency is 
increasing so steadily that, on the aver- 
age, it goes through 10 transactions in 
trade before it is smoked. 

A package of cigarettes is a standard 

medium of exchange for buying scarce 
necessities and the few luxuries that are 
available. 
@) Cigarettes as currency vary in value 
with supply and demand. Actually, the 
relationship of cigarettes to the dollar 
does not reflect their full purchasing 
power as a means of barter. 

In Germany, the U. S. dollar is fixed 
officially at 10 marks inside the country, 
3 marks in export trade, and brings 180 
marks on the blagk market. A package of 
cigarettes is worth 100 to 120 marks. 

In Finland, 20 cigarettes will buy 1s 
times as much as a U.S. dollar. 

In Paris, a package and a half of ciga- 
rettes has purchasing power equal to a 
dollar. 

The accompanying chart gives ex- 
amples of the real buying power of 
cigarettes. 


Cigarette Value in Dollars 





Copyright, 1947, by World Report 


@ Cigarettes will buy food, coal, cloth- 
ing, window glass, almost anything, in 
Berlin. 

Five cigarettes will pay a veterinarian 
or a house call to see a sick dog. 

Seven packages recently paid all sur- 
gical fees and hospitalization for an 
emergency appendectomy. 

A carton and a half will pay the wages 
for a house servant for a year, with room 
and board provided. 

Fifty cartons will buy an automobile 
that is worth $1,000 simply because 
cigarettes are worth far more than money 
or automobiles as a means of getting 
food. 

On the black market, cigarettes take 
on distorted values in trading between 
farm and city. A carton, worth 1,000 
marks, will buy three pounds of butter 
on city black markets. The farmer would 
pay only 10 marks for the carton, but 
would give five pounds of butter for it. 
Black market operators buy a carton for 
1,000 marks, trade it to the farmer for 
five pounds of butter and sell the butter 
for 1,800 marks, winding up with a profit 
of 800 marks. 

The farmer who ends up with the 
cigarettes is about the only German who 
can afford to smoke. To the city dweller, 
cigarettes are better than wages. They 
are a means to food. 
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FUTURE OF FRANCE AND INDOCHINA 
IMPERILED BY WAR’S AFTERMATH 


Mutual dependence for prosperity 
calls for overcoming of bitterness 
when Viet Nam conflict is ended 


Reported from PARIS, SAIGON 
and WASHINGTON 


What happens in Indochina with- 
in the next few months is to affect the 
economy of both Southeast Asia and 
Europe itself. 

France’s bid for European leader- 
ship is based not only on the industrial 
capacity of the homeland, but on the 
products of her Empire. Should Indo- 
china continue to erupt with sporadic 
wars, French economy might not stand 
the strain. 

Southeast Asia now is seeking re- 
covery through the co-operation of auton- 
omous and semiautonomous native re- 
gimes with European mother countries. 
Indochinese rice and coal are needed to 
power this recovery. 

It now is clear that the responsibilities 

for Indochina’s future are to be shared 
by the Annamite Republic of Viet Nam 
and the French Government. Both have 
far-reaching plans for the future of the 
peninsula. 
@) The problem confronting Indochina 
is whether Viet Nam and France can 
work together after a bitter war. Negotia- 
tions in progress are to determine this, 
but they will last a long time. Both 
France and Viet Nam have a number 
of minimum demands. 

For France, the urgent need is to 
maintain control of the whole of Indo- 
china long enough to put her new policies 
of empire “within the French Union” to 
work. 

Through the planned development of 
Indochina’s resources, the French hope 
to convince the Indochinese that they 
have a brighter future with the experi- 
enced French than with inexperienced 
Viet Nam leaders. 

For Viet Nam, the immediate interest 
is to gain control of Cochin-China, the 
southernmost of Indochina’s five prov- 
inces and the wealthiest. 

The French do not dispute Viet Nam’s 
right to govern Tonkin and Annam, 
which have 14,300,000 of Indochina’s 
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23,500,000 inhabitants. They do ques- 
tion Viet Nam's right to rule over Cochin- 
China, which produces most of Indo- 
china’s rice exports. 

An agreement was reached last au- 
tumn between Ho Chin Minh and the 
French Government on a plebiscite to 
determine whether the rice-rich Annam- 
ites of Cochin-China are willing to join 
with Viet Nam. Catch was that no date 
was set for the plebiscite. Left-wing 
leaders of Viet Nam charged that the 
French were only stalling. They insisted 
on war. : 

Ho Chin Minh went along unwillingly. 
He had lived in Paris; he knew the 
French; he felt that the postwar leaders 
of France would keep their promises. 

Fighting began in earnest in Indochina 
before Christmas Day. By the end of last 


month, France had 70,000 troops in In- 
dochina. More were on the way. 

@ Behind the war, a fierce struggle 
began in Paris while another raged some- 
where in Viet Nam. Leaders of both sides 
feared the prospect of a long war. 

In Paris, the Socialist Party, which 
supplied first Léon Blum and then Paul 
Ramadier as premiers, finds Indochina 
a threat to the political union forged with 
so much difficulty. The Communists, larg- 
est party in France, want lasting peace in 
Indochina at almost any price. The Pop- 
ular Republicans, second largest party, 
want peace only on French terms. Both 
are in the Ramadier Cabinet; a split 
threatens the Government. 

Economics force most Frenchmen to 
prefer peace. The only plan on which 
Frenchmen agree as the way to recovery 
calls for a balanced budget and defense 
of the france through increased produc- 
tion. But man power is needed at home 
to achieve production. Colonial war drains 
men out of France. 

French commanders at Saigon esti- 
mated that 250,000 troops might be 
needed to gain control of the whole coun- 
try. French officers in the field set the 
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figure as high as 500,000. Both saw guer- 
rilla warfare lasting for years. France 
could ill afford such a war. 

In Viet Nam, which means “Land of 
the People of the South,” Ho Chin Minh 
was engaged in a showdown with the 
radical leaders of his party who had 
counseled war. As the fighting progressed, 
Ho Chin Minh gained strength. 

The Viet Nam forces could not stand 
up against French tanks and French 
planes. What arms the Annamites had 
were those given them during the war 
by Britain, the U.S. and China to help 
them fight the Japanese, or arms taken 
from the Japanese when the war ended. 
The only additional arms they could get 
were those they could capture from the 
French. 

The result of developments in Paris 
and Viet Nam was that both sides made 
overtures toward a truce. 

Representatives of Viet Nam in Paris 
asked for peace on the basis of the agree- 
ments reached in Paris during 1946. 

France recalled Admiral Thierry d’Ar- 

genlieu, Frertch High Commissioner in 
Indochina, to Paris “for consultation.” A 
civilian, Paris knew, would be better than 
an admiral in dealing with the Annamites. 
To the Viet Nam leaders, the Admiral 
represents the prewar policy of France, 
which they call “rule by bayonet.” 
@ Peacetime planning for Indochina’s 
future is going ahead simultaneously in 
Paris and in Indochina. French and 
Annamite leaders both are aware that 
Indochina’s war has left her far behind 
the rest of the world. To catch up, both 
are counting on the development of 
Indochina’s own resources. 

Rice, which the French might find a 
powerful weapon against Viet Nam lead- 
ers should the fighting continue, is to be 
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the mainstay of Indochina’s peacetime 
economy. ! 

Indochina ranks as the third largest 
producer of rice in the world. Normal 
production is between 3,500,000 and 
4,000,000 tons per year. Annual exports 
have exceeded 1,700,000 tons, of which 
about 600,000 tons go to France and 
her other colonies while about the same 
amount goes to the British Empire, 
principally to India. 

Rice production in Tonkin Province is 
barely enough to feed its population of 
8,700,000. Annam produces little rice 
for export. 

What happened in the winter of 1945- 
46 was a bitter lesson to Viet Nam 
leaders. The French say that Viet Nam 
forces refused to let the French adminis- 
tration continue repair services on dikes 
protecting Tonkin’s rice fields. Viet Nam 
leaders blame the French for exporting 
rice from the South instead of sending it 
to hungry Annam and Tonkin. In any 
case, the French estimate that 500,000 
Annamites died from starvation in the 
North that year; Ho Chin Minh says 
2 000,000 died. 

To prevent such catastrophes in peace- 
time, both French and Viet Nam leaders 
look to plans that must be carried: out 
in close co-operation. Flood-control dams, 
planned by French engineers and built 
by Annamite labor, are to hold back flood 
waters in Tonkin that threaten the rice 
crop each year. A customs union, better 
communications and planned trade of 
Tonkin coal for Cochin-China rice are 
to make up crop shortages in the North. 

Coal from the mines of Tonkin, most 
of it anthracite with a low ash content, 
reached an annual total of 2,615,000 
tons in 1939. Exports of 1,791,000 tons 
were distributed through the sterling 
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areas of Southeast Asia, earning credits in 
London for France. Coal consumed lo- 
cally went mainly into French factories 
earning big profits for French stock- 
holders. 

In the future, less coal is to be mined 
for export, more coal is to be used to 
power Indochina’s recovery plans. In 
exchange for Viet Nam’s guarantee that 
French investments are to be protected, 
Paris is to ask French companies in Indo- 
china to put more of their profits back 
into new machinery. 

Rubber, grown largely on plantations 
owned by Frenchmen, will also con- 
tribute to Indochina’s recovery. The 
country is the fourth producer of rubber 
in the world and the first in output per 
acre. World currency earned by rubber 
exports is to help Indochina get ma- 
chinery and other equipment needed for 
peace. 

Other resources have barely been 
tapped. Deposits of tungsten, zinc, man- 
ganese, chrome and iron ore deep in the 
interior are to be reached by further de- 
velopment of Indochina’s transportation 
system. 

Existing railways of 2,093 miles and 
roads extending 16,000 miles were built 
by previous French administrations with 
an eye to military utility in the event 
of trouble. Co-operation between Viet 
Nam and the French will enable planners 
to extend the transport system with a 
view to national economy rather than 
warfare. 

@ Indochina’s future depends on co- 
operation between the French and Viet 
Nam. 

Peace in Indochina would enable 
France to look toward the development 
of her empire with a view to holding it. 
Indochina would become a pillar of 
Southeast Asia’s recovery. 

More war between the French and 
Viet Nam may bring losses which neither 
the European power nor the new Asiatic 
republic can support. 
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INTO LABOR’S ‘PLANNED ECONOMY’ 


Trend to tighter control of Empire’s 
underground wealth would extend 
London’s power over vital minerals 


Reported from 
LONDON 


Great Britain now is moving 
toward closer control of the mineral 
wealth of her Empire. The trend is to ex- 
tend greatly the British Government's 
power over the world supply of many 
minerals used by every industrial nation. 

The object is to insure that min- 
ing in the Empire will benefit the col- 
onies, not merely the mineowners. Pres- 
ent policy looks toward nationalization 
of some enterprises and careful regulation 
of the rest to fit in with the Labor Gov- 
ernment’s “planned economy.” 

A detailed directive showing how the 
new policy can be carried out has been 
sent to all the colonial governments of 
the British Empire. Its basic article of 
faith: “Mining should be carried on 
according to a deliberately planned pro- 
gram and its social consequences care- 
fully foreseen and directed.” 


If carried out, the directive will bring 


far-reaching changes to the social struc- 
ture of many colonies and raise a swarm 
of new problems for the Empire's $200,- 
000,000-a-year mining industry. 

@ Minerals affected by the new policy 
include several essential in modern in- 
dustry. A substantial share of the output 
of the colonial mines goes to the U.S. 

Copper comes from Northern Rho- 
desia, one of the world’s top producers. 
What happens in Northern Rhodesia will 
be watched closely. by copper interests 
in the U.S. American companies have 
heavy investments there. 

Rhodesia probably is near the top of 
the list of areas in which the London 
Government would like to see drastic 
reforms in mining practices. The copper- 
mining firms that derive their wealth 
from the colony pay no royalties to the 
colonial Government. Royalties go to a 
chartered company outside the colony. 

Northern Rhodesia accounts for 10 
per cent of the world production of cop- 
per and has one third of the world’s 
reserves of the metal. 
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ARTHUR CREECH JONES 
He encouraged, but did not request 


Tin. A large share of the world supply 
comes from Malaya and Nigeria. As the 
world’s largest consumer of tin, the 
United States has a vital interest in what 
happens to production in the British 
colonies. 

Bauxite, from which aluminum is 
made, is produced in important quan- 
tities in British Guiana, in South Amer- 
ica, principally to supply the huge alu- 
minum plants in Canada. Tremendous 
reserves of bauxite have been discovered 
in Jamaica. 

Oil. Britain’s greatest interests in pe- 
troleum lie outside the colonial empire, 


but oil is produced in Trinidad and in 
Sarawak, on the island of Borneo. Large 
oil deposits exist in North Borneo but 
have not yet been exploited on an exten- 
sive scale. : 

Diamonds, for use in drilling and cut- 
ting tools as well as for jewelry, come 
from many parts of the British Empire, 
but especially from Africa. They are 
exported by Tanganyika, the Gold Coast 
and Sierra Leone. British Guiana also has 
important deposits. 

@ Nationalization of all mining in the 
colonies is encouraged but not specifically 
requested in the directive sent out by 
Colonial Secretary Arthur Creech Jones. 
The Secretary’s memorandum stresses 
that “colonial governments should, where 
necessary, be prepared to undertake 
mining operations on their own behalf.” 
Several arguments are cited for vesting 
all mineral rights in the Crown. 

@ Strict control of mining enterprises, 
however, is the principal method to be 
used, for the time being. The policies 
that are to govern this control are laid 
down in detail. 

@ Social factors will be taken into con- 
sideration in the regulation of all mining. 

Colonial governments are to be mindful 
of the threat to food supply created by 
new mines which suddenly drain farm 
labor off the land. Latin America is full 
of such examples. 

Stable employment in the mines is to 
be encouraged by a variety of govern- 
ment measures. In time of depression, 
when mines might normally have to dis- 
charge many workers, tax reductions 
would help them to carry on. Excessively 
sharp increases in employment, on the 
other hand, could be checked by higher 
taxes. Programs of unemployment insur- 
ance and public works would be organ- 
ized to cushion the shock for miners 
who are thrown out of work in time of 
depression. 

Working conditions are to be safe- 
guarded and improved by a thorough 
system of regulation and government 
inspection. Adequate housing must be 
assured so that miners may settle down 
in the community with their families. 
Procedures should be set up that would 
allow miners to express their grievances 
through representatives of their own 
choosing. 














Protection of other natural resources 
is to be insisted upon. Colonial govern- 
ments are asked to prevent mining enter- 
prises from spoiling or wasting agricultur- 
al land, forests and rivers.‘ The land- 
scape is not to be marred by unsightly 
dumps. When a company abandons a 
mine, it is to be required to tidy up the 
site and make it usable again for farming 
or pasture. 

Race prejudice. The Colonial Secre- 
tary’s directive states that opportunities 
should be provided for local populations 
to prepare themselves for the higher tech- 
nical and administrative posts in the min- 
ing industry. Private companies are to 
set up facilities for giving employes tech- 
nical training. 

The insistence on unbiased treatment 
of colonial workers is certain to raise a 
storm when attempts are made to put it 
into effect. Most of the colonial popula- 
tions are colored. In many places they are 
barred from all but the most menial labor. 
In Northern Rhodesia, where mining is 
the principal industry, the color bar is 
strictly maintained. 

Profits. A larger share of the proceeds 
from mining is to be retained in the 
colonies in the form of taxation, royalties 
and local expenditures. 

Technical standards are to be kept 
high by government regulation. Mining 
companies must show that they have ade- 
quate qualifications to handle the job. 
Government leases to private operators 
should require adequate mechanization, 
proper safety measures, fair conditions of 
work and maximum safeguards against 
defiling the countryside. 

Government inspectors must have full 
access to all mines to check up on labor 


standards, technical methods and geo- 
logical information. Miners and pros- 
pectors are to share with the government 
all information on new discoveries. 

Monopoly of all the mining in one col- 
ony by a single private enterprise is to 
be forbidden. Mining companies should 
pay a fixed amount yearly to the govern- 
ment in addition to royalties, which vary 
with the volume of output. 

Size of mines should be planned so as 
to allow the most economic type of op- 
eration. 

@ Government help for expanding min- 
ing in the colonies is outlined by the 
memorandum in a number of ways. 

Geological surveys for the colonies 
already are being organized by the Colo- 
nial Office in London. A geological ad- 
viser to the Colonial Secretary will send 
out several teams of experts to make 
surveys during the next few years. Sci- 
entific prospecting, with the fullest back- 
ing of the Government, thus is to replace 
the old-fashioned adventurer with a 
burro. 

Public improvements such as the de- 
velopment of highway, water and power 
facilities, are to be undertaken by the 
colonies with help from London to assist 
in opening up new areas for mineral ex- 
ploitation. 

Direct help to miners and prospectors 
is to be provided in the form of loans, 
technical advice, assaving laboratories 
and similar encouragements. 

Secondary industries, especially for 
processing and refining locally produced 
ores, are to be facilitated in mining areas. 
@ The official trend toward tighter con- 
trol on colonial mining comes at a time 
when the U.S. Department of State al- 
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ready is perturbed at growing controls 
by the British on agriculture in the 
colonies. 

Through controlled marketing of agri- 
cultural commodities of the Empire, Brit- 
ain now holds a near-monopoly on certain 
tropical products and therefore is in a 
position to set the prices paid for these 
commodities by world consumers. There 
is apprehension in some quarters that the 
Labor Government is heading toward 
similar control of the vast mineral de- 
posits of the colonies. 

An especially touchy question is to 
what extent the Colonial Secretary's 
policies are to be applied in mineral-rich 
Tanganyika, which is not a British colony 
but a territory mandated to Britain by 
the League of Nations after the First 
World War. Tanganyika exports gold, 
silver, lead and diamonds. 

In theory, the British Government's 
memorandum on mining gives the colo- 
nies a green light either to go ahead with 
the nationalization of their mining indus- 
tries or to clap such close controls on 
private mining that the result would be 
virtually the same as government owner- 
ship. 

In practice, there is likely to be some 
increase in government operation of new 
mines but little attempt to nationalize 
existing enterprises. The cost of socializ- 
ing successful mines is so high that 
colonial governments see little financial 
advantage in acquiring so risky an invest- 
ment. To tax going concerns is more 
profitable than to nationalize them. 

@ Government controls on colonial min- 
ing, however, are to increase gradually, 
and will tend to tighten London’s grip on 
the wealth of the Empire. 


BRITISH MALAYA 


T ings? ra) 
hur SLEN 
a 


tf] 


Diamonds 





NORTHERN RHODESIA 


Cobalt 


| 
Silver 


ts ] a lead 
udid LINC, Leau 


vanacium 








Copyright, 1947, by World Report 


FEBRUARY 18, 1947 « 25 








HOW MANY U.S. PLANES ON EUF 


‘ 












$ . - 4: . a ~~ - ; 
oe rt Bn 7 
<¥ On aa Ee 
~~, * ye [ec 
« id ” a ~F ~ | 
: es? : - 


+ 
7 


GREAT BRIT 


meh bh 
Laas oo 


JROPE’S 


‘pbk 
HHH 


AL, 59 
/$. BUILT 





AIRLINES? 


QIAL, 62 
U5. BUILT 





ODAY, U. §S.-built planes dominate the 
world’s airlines. The situation is a direct— 
but temporary—result of U. S. war production. 
Next year, there will be fewer U. S. planes oper- 
hate Mieh ae Onetaehelt-temeuel teleets 
The Worldgraph shows the number and pro- 
jokey haley e Mey an OM. Peool tbe Gammell tel Mpsh atel-am beletact-teleler-t 
routes of European air iines today. Scandinavian 
countries are lumped because Sweden, Norway and 
Denmark pool their overseas services. Each of the 
three, however, operates its own international lines 
within Europe. Their planes on these European 
runs are included in the Worldgraph figure. 
The zoom in airplane manufacture was one of 
the major mitacies of the war in the United 
States. In 1944. production reached a high of 5- 
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369. The figure dwarfed production in all other 
countries. End of the war caught European na- 
tions unprepared for the increased demand for 
international air travel. In terms of credits and 
national income, they faced a dilemma. If they 
bought planes from the U. S., only available sup- 
plier, it would take credits that could ill be spared. 
If they waited for domestic manufactures, they 
would lose out in the competition for the world’s 
travel dollar. 

The solution of most European nations was a 
compromise. From the U. S., they bought enough 
equipment to launch their lines. At the same time, 
they planned domestic programs of airplane build- 
ag. This domestic building in Europe is an in- 
sceasing factor in world airplane production. 
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(The postwar organization of Eu- 
rope is one of the greatest problems 
of the peace. Among the ideas now 
being put forward are those provid- 
ing for the grouping of European 
countries into a single unit. Final aim 
of many of these plans is a “United 
States of Europe.” WORLD RE- 
PORT here presents the  back- 
ground of proposals for the union of 
European states with an analysis of 
the current trends toward federation 
and union.) 


HE IDEA of a united Europe arises 

from the fact that the people of the 
Continent have a common origin and 
have developed along similar lines. 
They are of the same white race, with 
a common civilization going back to 
the Neolithic age. Languages spoken 
throughout Europe, with the sole excep- 
tion of Basque, are derived from a 
mother tongue called Indo-European. 

Customs and_ political institutions 
followed the same trend through history, 
and, with science and art, spread by 
trade and commerce throughout the 
Continent. Tribal and regional rivalries 
were crushed by the Roman conquest; 
as Rome weakened, Europeans united 
to meet the invasions of barbarians from 
Asia and Africa. Feudal division was 
tempered by Christian unity. Absolute 
monarchies developed, only to be shaken 
to pieces by the ideas arising from the 
French Revolution. 

It was at this time in Europe’s history 
that men saw in the colonies of the 
Americas what some thought to be a 
model of organization that might be 
tried in Europe. Benjamin Franklin, the 
popular and influential Ambassador to 
France from the new United States, as 
a member of the “Nine Sisters” lodge of 
Freemasons in Paris helped develop and 
clarify the ideas of French liberals and 
future revolutionaries. The French alli- 
ance with the U. S. had its effect on the 
wave of revolution that began in Paris. 
Europeans then talked of the possibility 
of a “United States of Europe.” 

Napoleon, who united a large part of 
Europe by conquest, sought to blockade 
Britain by a “Continental System” of 
the nations under his control. This was 
by no means a voluntary union, but it 
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EUROPEAN FEDERATION 


was an effort to co-ordinate European 
economy toward a single end. Under 
Napoleon, as under Adolf Hitler, Europe 
considered its boundaries as excluding 
Britain and Russia. The relationship of 
Britain and Russia to a united Europe 
remains one of the greatest problems of 
planners today. 

The relationship of economic union to 
eventual political union became clear in 
the 19th century. It was Napoleon who 
forced the organization of many Ger- 
man states into the Rhine Confedera- 
tion, but it was Prussia’s action in offer- 
ing her German neighbors a customs 
union or Zollverein that drew the Ger- 
man states voluntarily into a real con- 
federation. Similarly, the Union of South 
Africa is based on the customs union of 
1889 between the Cape Colony and the 
Orange Free State. 


MODERN PROPOSALS 


After the First World War, Aristide 
Briand, the French statesman; Thomas 
Masaryk, founder of the Czechoslovak 
Republic, and scores of other Europeans 
of prominence urged European union 
on a voluntary basis. Their intent was 
to rescue something of the international- 
ism inspired by Woodrow Wilson, but 
weakened when the U. S. refused to join 
the League of Nations. Briand in 1930 
addressed a memorandum to 26 Euro- 
pean governments proposing European 
“Federal Union.” At his initiative, the 
League also created a Commission of 
European States to inquire into the 
possibility of closer economic co-opera- 
tion. Power politics preceding the Sec- 
ond World War soon shouldered such 
plans off the European stage. 

Adolf Hitler made the unification of 
Europe the keystone of his propaganda 
campaign throughout the Continent. 
German picture weeklies, published in 
a dozen languages outside Germany; 
European radio stations under German 
control, and newspapers published in 
nations associated with the Axis ham- 
mered constantly at the advantages of 
European union under German leader- 
ship. The slogan “Europe can live on 
her own production” was familiar to all 
who lived under German domination 
during the war. 


This campaign found considerable 
support among those Europeans who 
believed that Europe can be united only 
by force. Many Europeans who fought 
Germans bitterly, on the battlefields or 
through the underground, now look to 
voluntary union of some or all of the 
European states as one means of pre- 
venting wars bred by national rivalries 
and greed. It was to meet this idea that 
the founders of the United Nations 
made the world organization elastic 
enough to accept and to utilize regional 
arrangements. 

The Charter of the United Nations, 
in Article 52, encourages the establish- 
ment of regional arrangements for peace 
and security “consistent with the pur- 
poses and principles of the United 
Nations.” In addition, a subcommission 
of the Economic and Social Council of 
the U.N. has drafted a plan for the 
long-term co-ordination of European 
economy. Many persons see this pro- 
posal as the forerunner of European 
union or federation. 

The subcommission, sent to investi- 
gate the progress of the reconstruction 
of Europe, came back with a 450-page 
report bristling with statistics and warn- 
ings of economic dangers. European 
countries were making considerable 
progress with their individual plans for 
economic reconstruction, the report said, 
but these plans lacked co-ordination 
with each other. Bilateral barter agree- 
ments were tying up raw materials and 
finished products for years to come. 
There was much waste of energy and 
material due to lack of an over-all plan 
for the Continent. 

The report recommended that the 
U.N. set up an economic commission 


for Europe to put planning on a con- . 


tinental basis. The commission would 
decide what type of industry was best 
suited to each country and would deter- 
mine how raw materials and finished 
goods could best be distributed. Avail- 
able man power would be sent where 
it was most needed; power and trans- 
port systems would be _ integrated; 
restrictive trade practices would be 
eliminated. : 

There is no reference in the report 
to the means of obtaining the co-opera- 
tion of the countries involved. Privately, 
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Union of Continental Countries Depends 
On Big Four’s Solution of German Problem 


however, economists suggest that loans 
and credits needed for reconstruction 
might be withheld from unco-operative 
countries by the World Bank and by 
members of the U.N. 

The U.S. and Britain supported this 
plan. Russia opposed it. The Russians 
said it was useless to discuss long-term 
assistance to Europe until short-term 
needs had been met. They said Europe 
could not be treated as a separate 
economic entity. 

In view of the Russian position, the 
U. S. and Britain allowed the plan to be 
shelved last autumn. It is to come up 
again at the end of February when the 
Economic and Social Council considers 
a proposal to set up a permanent Euro- 
pean Economic Commission. But there 
is no indication that Russia has altered 
its position. 

Soviet Russia always has distrusted 
Western plans for a unified Europe. 
Nicolai Lenin, leader of a Bolshevik 
Russia that had to fight for its life 
against Allied armies, condemned the 
idea of a “United States of Europe” as 
only another scheme for isolating Russia 
behind a ring of non-Communist states. 
Moscow now fears that the creation of 
a European federation based on the 
industrial power of the Ruhr would give 
Britain and the U.S. a strong bloc of 
nations that one day might be turned 
against Russia. 


CONFLICT OF VIEWS 


What worries Russia today is that the 
various movements for some kind of 
European federation are stronger than 
ever. Before the last war ended, Clement 
Attlee, now Britain’s Prime Minister, 
declared that “Europe must federate or 
perish.” 

Winston Churchill, wartime Prime 
Minister and now leader of the opposi- 
tion, has been stumping Western Europe 
with speeches advocating a “United 
States of Europe” as a “sovereign 
remedy.” 

The Pan-European Union, one of 
many organizations designed to foster 
contmental union, reported that 92 per 
cent of 4,000 members of European 
parliaments are in favor of federation 


within the framework of the U.N. 


While there is a growing conviction 
in Europe that some form of continental 
unification is necessary, there remain 
wide differences of opinion on the pur- 
pose, extent and method. 

Anti-Communists want European 
unity to check Russia’s westward ex- 
pansion in preparation for the war that 
some of them consider inevitable. 
Churchill would “recreate the European 
family, or as much of it as we can,” 
going ahead with the unification of 
Western Europe if the Soviet Union and 
its satellites refuse to co-operate. A 
group of French, Dutch and Belgian 
liberals recently created a movement 
called “European Action” for the free 
unification of continental nations in 
such a way as to avoid domination by 
either the Russian or the U. S.-British 
blocs, but would strive for agreement 
between them. 

Few of the existing movements ex- 
pect to attain anything like the system 
of government in the United States, 
within our lifetimes. Europeans use the 
term “federation” to cover a group of 
nations under a loose central govern- 
ment, an organization by no means 
comparable to the U.S. federal system. 
The customs union now being devel- 
oped between Belgium, Holland and 
Luxembourg, in which many Europeans 
see the seeds of European economic 
unity, might eventually be called a 
“federation.” In general, it may be said 
that practical champions of European 
unity want a gradual development from 
a free association of nations toward 
confederation and eventual federation. 

What the U.S., Russia, Britain and 
France decide to do about Germany is 
to be the largest factor in determining 
the future of schemes for European 
union. Russia wants a united Germany 
with a strong central government. The 
U. S., when James F. Byrnes was Secre- 
tary of State, sought a somewhat looser 
federal union. John Foster Dulles, in a 
recent speech approved by U.S. Re- 
publican leaders, suggested that the 
U.S. and Britain go ahead with the 
organization of Western Germany into 
a federal system of states with some 
political autonomy. To make this federa- 
tion look outward to the rest of Europe 
rather than inward toward the central 
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government of Germany, Dulles would 
develop the Ruhr and the industrial 
Rhine Valley under an _ international 
authority attending to the needs of all 
of Western Europe, including Germany. 

France, where a relatively small 
minority led by Socialist Léon Blum 
favors co-operation with Germany in a 
European union, now proposes the 
grouping of German states in a loose 
confederation similar to that adopted by 
the Continental Congress of the U. S. in 
1777 and soon abandoned. France also 
wants the internationalization of the 
Ruhr. 

Exponents of a European federation 
promptly hailed the French plan as 
indicative of a trend toward their dream. 
France might refuse to co-operate with 
a Germany led by a strong central 
government, they argued, but might 
accept the idea of entering a union 
with a confederated Germany, if only. 
to share in the coal of the Ruhr. This 
expectation apparently is shared by 
French Communists, who oppose the 
plan put forward by the Foreign Min- 
istry on the grounds that it tends toward 
a “rightist international.” 

The vast majority of those advocating 
a free union of European countries 
consider such a development essential 
to world peace. As matters now stand 
they face a dilemma over Germany. 


THE GERMAN KEYSTONE 


A Germany united under a central 
government and in possession of the 
industrial and mineral resources of the 
Ruhr would find the French suspicious, 
reluctant to enter any form of union 
with a nation that had attacked them 
thrice in 70 years. True European union 
is impossible without France. 

A Germany divided into small states 
is opposed by Russia. The Soviet Union 
now controls five countries of Eastern 
Europe, exercises an enormous influence 
over three others, and has enough Com- 
munist allies in France and Italy to 
make those countries shy away from 
any European federation ‘ormed with- 
out Russias approval. True European 
union is equally impossible without 
Russia's consent. 

The governments of the Big Four, not 
the unofficial movements for European 
union and federalization, must solve 
the dilemma. Future hopes for a “United 
Stdtes of Europe” therefore rest upon 
a Big Four corapromise on Germany 
that will permit a stable and progressive 
organization of Europe. 
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AUSTRALIA SEEKS WAY 
TO PROTECT NEW TRADE 


Commonwealth’s problem is how to 
safeguard war-built industries and 
assure markets for food and wool 


Reported from CANBERRA 
and WASHINGTON 


Australia now is trying to work 
out a tariff policy that will assure last- 
ing markets for her food and wool ex- 
ports and at the same time protect her 
war-built industries from outside com- 
petition. 

The Labor Government, already 
pledged to negotiate tariffs on the basis 
of reciprocity, has served notice that 
additional protective tariffs will be im- 
posed, if necessary, to safeguard the 
Commonwealth’s’ new industries which 
as yet cannot take care of themselves. 

Australian leaders are pondering over 
the course this young nation will follow 
at the international trade and tariff talks 
at Geneva in April. Conflicting reports 
are Originating in Canberra as to Aus- 
tralia’s intentions regarding the proposed 
general scaling down of tariffs. Other 
governments are concerned and would 
like to know how much of the Canberra 


talk of protectionist tariff is a smoke 
screen for future bargaining purposes. 
@ New industries need protection from 
outside competition and are vital in 
Australia’s long-range plans for industri- 
alization. Industrial output doubled dur- 
ing the war, and Australia is seeking an 
overseas outlet for some of these goods. 
On the other hand, nations that formerly 
bought raw materials from Australia in 
exchange for manufactured goods are 
trying to win back prewar markets. 
Aviation, given a stimulus by the war, 
is being developed. Military planes are 
being built and Australia plans to con- 
struct her own commercial aircraft. 
Automobiles, formerly imported, now 
are to be built in Australia. One U.S. 
firm has a plant in the country and an- 
other wants to enter the Australian field. 
Textiles, mainly woolens, are being 
exported in increasing numbers. The 
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PRIME MINISTERS CHIFLEY AND ATTLEE IN LONDON 
Wilk Australia’s tariff policy affect Empire trade ties? 
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U.S. is one of Australia’s new customers 
for worsteds and yarn. 

Moving pictures are being produced 
at home. British and U.S. firms plan to 
build modern studios in Sydney. 

@ Basic industries, long Australia’s 
source of currency exchange, may suffer 
in the long run from the Government's 
protection of new.and less important. in- 
dustries. An active market exists now for 
Australia’s food and other exports, but 
that market is almost certain to diminish 
when world shortages turn into surpluses. 

Wool is the largest single factor in 
Australian economy. A source of concern 
are the huge stockpiles built up during 
the war. 

The U. S. now is one of Australia’s best 
wool customers. During the last six 
months of 1946, American purchases 
amounted to $55,900,000, which ex- 
ceeded all U.S. exports to Australia for 
the same period. 

Hides and skins are in great demand, 
but Australia doesn’t know how long this 
brisk overseas business will last. Sheep 
skins head the list, but Australia also is 
exporting rabbit pelts and kangaroo and 
horse hides. 

Foodstuffs are the other main source of 
revenue, and to increase exports the Aus- 
tralians are continuing food rationing at 
home. Today Australia can be choosy 
about her customers for grain, dairy prod- 
ucts, beef, mutton, fruit, vegetables and 
sugar but she knows that reciprocal ar- 
rangements must be reached with other 
countries if the difficulties encountered in 
prewar days of oversupply are to be 
averted in the future. 

@ Exports and imports are governed 
mainly by special preferential trade con- 
ditions between Australia and the United 
Kingdom. Last year, Australian exports to 
the U.S. amounted to twice her imports. 
Still she will slash by half her purchases 
from American firms this year. The main 
reason is that dollar exchange is being 
conserved at the British Government's 
urgent request. The importation of U. S. 
luxury cars is prohibited and this new reg- 
ulation is interpreted as applying to all 
types of passenger cars. A 20 per cent 
reduction in the importation of Holly- 
wood films and a cut in the usage of 
American leaf tobacco for Australian 
blends also is under consideration. 

@) The future course of Australia’s over- 
seas trade is expected to be thrashed out 
when her Parliament convenes February 
19. Present indications are that she will 
surrender some of her Empire preferences 
and back down some on protectionism 
only after hard bargaining and not before 
gaining tariff concessions from countries 
outside of the sterling block. 
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ARGENTINA PLANS BRANCH BANKS 
TO BROADEN ECONOMIC SPHERE 


Project to establish offices in other 
Latin-American countries designed 
to facilitate exports and imports 


Reported from BUENOS AIRES 
and WASHINGTON 


Argentina is laying plans to be- 
come Latin America’s No. 1 banker. She 
proposes to accomplish this by establish- 
ing branch banks in other countries of the 
Western Hemisphere. 

The banking plans fit in with Ar- 
gentina’s program of becoming the most 
powerful commercial nation in Latin 
America through economic treaties, state 
trading, her merchant fleet and her Gov- 
ernment-owned air line. 

Through branch banks, Argentina pro- 
poses to put to work part of her $900,- 
000,000 worth of gold, her large bal- 
ances of dollars and sterling and her 
profits from exports of agricultural prod- 
ucts at high prices. 

“As long as Argentina has plenty of 
money, she would like to be Latin Amer- 
ica’s banker at a healthy rate of interest,” 
says Bernard S. Redmont, staff corre- 
spondent of World Report, in a dispatch 
from Buenos Aires. 

“Many Argentine officials think Argen- 
tina’s wealth is unlimited and her eco- 
nomic position for a long time will be as 
strong as it is now. Others predict a 
tremendous crash in not less than two 
years, when bumper food crops begin to 
be harvested in other parts of the world.” 
@ Chosen instrument to be used in ex- 
tending Argentina’s financial influence is 
the Government-controlled Banco de la 
Nacién Argentina. Principal domestic 
functions of this Bank are to make agri- 
cultural loans and to assist in the organi- 
zation and development of commerce. 
But, outside Argentina, its activities are 
broader. 

Prime function of the branches will be 
to promote commerce between Argentina 
and the other countries of Latin America. 
They will extend credits for the purchase 
of Argentine exports and will facilitate 
Argentine payments for imports. 

Commercial banking, the handling of 
deposits and business loans, will be car- 
ried on locally in countries willing to 


grant this authority to Argentine branch 
banks. And, since the Banco de la Nacién 
Argentina is a Government agency and 
does not have to operate at a profit, it 
will be able to make loans that are politi- 
cally desirable but financially unsound. 

@ Branches will be scattered through- 
out the principal cities of Latin America, 
according to plans revealed by Senator 
Diego Luis Molinari, a spokesman for 
President Juan D. Peron. Molinari now is 
touring Latin America to stir up interest 
in commerce with Argentina. 

One branch has been operating suc- 
cessfully for several years in Asuncion, 
the capital of Paraguay. It has helped to 
tie Paraguays economy almost insepar- 
ably to that of Argentina. 

Another is planned for La Paz, Bolivia. 
The exact time of its opening depends on 
the outcome of trade conversations now 
going on between the two countries. 





WILL GIVE CREDIT TO NEIGHBOR NATIONS 


In Santiago, Chile, it is expected that 
a branch will be opened soon, Redmont 
reports. This branch will help to service 
the $175,000,000 in loans that Argentina 
has agreed to make to Chile. 

Other branches now are understood to 

be under consideration for Rio de Janeiro, 
Brazil; Lima, Peru; Guayaquil and Quito, 
Ecuador. 
@ U.S. bankers doubt that Argentine 
competition will have much effect on 
their Latin-American branches. Most 
countries in Latin America are trying to 
build and expand industries and to mod- 
ernize farming methods. They need a 
lot of outside money. 

Latin-American governments are get- 
ting loans for these purposes from out- 
side governments. But private companies 
and estate owners need bank financing. 

Argentina is pushing ahead in her 
trade relations with other Latin-Ameri- 
can countries. She has made commercial 
treaties with Brazil, Chile, Peru and 


Ecuador, and wants to make them with 
other countries. 

As Argentina extends her commercial 
sphere, her branch banks will help to in- 
crease and expedite trade. And _ their 
loans, if prudently made, may become 
an important source of profit. 
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A branch office of Argentina’s Banco de la Nacién 
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BOOM IN SHIPBUILDING 
AIDS BRITISH RECOVERY 


New vessels traded for goods that 
reduce dollar imports and replace 
bottoms leased from other nations 


Reported from LONDON 
and WASHINGTON 


British shipbuilding is expanding 
rapidly into a boom that eventually 
might go far to compensate for the lag 
in that country’s export drive. 

Along the Clyde, the Tyne and in 
Northern Ireland, 2,000,000 gross tons 
of shipping are on the ways. Those ves- 
sels under construction represent 500,000 
tons more than were being built when 
Japan surrendered 18 months ago. 

Orders on the books range up to 
3,000,000 additional tons and promise to 
keep British yards busy through 1950. 

Doubled cost of production and slow- 

er deliveries than after World War I are 
making no appreciable dent in the spurt 
in shipbuilding. 
@ The building boom arises from the 
demand for replacement of war losses, 
plus expansion of prewar merchant 
fleets. This demand is providing business 
for British yards from all over the world. 
That situation contrasts with the early 
20s, when British shipwrights met keen 
competition from the U. S. Today, Amer- 
ican builders also are receiving orders, 
but uncertainties over the disposition of 
millions of tons of Victory and Liberty 
ships dampen their market. 

Proceeds from new ships will be large- 
ly in currencies that Britain needs least 
at the moment, but goods traded for the 
vessels will help materially to cut down 
essential imports that would have to be 
paid for in dollars. 

Many of the ships, moreover, will be 
retainéd by Britain for her own merchant 
navy. Increasing profits of that industry 
are counted upon to help tide the nation 
over its current economic crisis. England 
now is chartering a number of vessels, 
built elsewhere, to maintain minimum 
services. Replacement of those ships with 
British bottoms also will improve the 
country’s financial situation. 

Workers in British yards are pleased 
by the backlog of orders. But union 
members, wearied with the pressure of 
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war construction, are concerned lest they 
work themselves out of the boom too 
quickly. They want the job spread out 
over a period of several years. 

At the wartime peak, workers in Brit- 
ish shipyards were on the job an average 
of 54.6 hours a week. Now the unions 
want a 40-hour week of five days, with 
no reduction in net earnings. 

Yard operators oppose slowing the 
pace of shipbuilding, however, feeling 
that top production is necessary if Brit- 
ain is to get the bulk of the business 
before shipbuilding industries of other 
countries become fully re-established. 

@) Modern merchantmen, coming off the 

British ways, are built with new types 
of construction counted on by the Gov- 
ernment to ease working conditions. In 
addition, yard owners are confident the 
“new and unusual types’ of ships will 
give a long life to the market for vessels 
made in Britain. 

Gas turbines and improvement in de- 
sign, based on war experience, are likely 
to revolutionize shipbuilding throughout 
the world. Some British naval architects 
and marine engineers think the change 
may prove as far reaching as the shift 
from sail to steam. 

Cheap power is a factor. The Admiral- 
ty, late in the war, experimented with a 
ship whose boilers burned a waste prod- 
uct of petroleum. The waste, known 
as cracked asphalt or “bitumen,” gives 
efficient operation with proper altera- 
tion of standard equipment and with 
provisions to keep the fuel at correct 
temperatures. 

A sister ship now is in commercial 
service and a third one adapted to cheap 
fuel soon is to be launched. 

Size of ships is to be smaller in the 
forthcoming era of competition with air- 
craft for cargo and passenger traffic. The 
largest vessel now building is a 30,000- 
ton turbine liner. Compared to the 85,- 
000-ton luxury liners, the ocean vessels 
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NEW WHALE FACTORY 
Unusual types are Britain’s forte 


of the next few decades are expected to 
make up in efficiency of operation for 
what they might lack in impressive ap- 
pearances. 

qj] The race for sea routes of the future 
is to find the British flag and British-built 
ships among the leaders again unless the 
present program breaks down under the 
strain of current hardships in England. 

Britain lost at least half her merchant 
tonnage in the war. Lloyd’s registered 
more than 20,000,000 tons of British 
ships before 1939. Replacement during 
the war and since has brought the total 
back to almost 16,000,000 tons, but 
present contracts include a large number 
of orders for other countries. 

U.S. construction now amounts to 
326,753 tons, and in all other countries 
the total of merchant ships on the ways 
at the start of the year represented 
1,414,666 tons. Most U.S. expansion for 
war purposes was at Government ex- 
pense, and private builders have been 
busy lately designing craft intended to 
prove more economical than the emer- 
gency types built to carry military sup- 
plies. 

The shipbuilding boom is one of the 
most important factors in Britain’s drive 
for postwar recovery. British builders 
hold the edge on world markets now. 
The real test for British shipbuilding lies 
ahead when other maritime nations get 
back into production with ships to com- 
pete for the buyers from other countries. 











MEXICO FACES CRISIS 
IN LIVESTOCK PLAGUE 


Foot-and-mouth disease hits fourth 
of herds; threatens to spread over 
entire country and into the U.S. 


Reported from MEXICO CITY 
and WASHINGTON 


Mexico now is battling a wave of 
foot-and-mouth disease in her valuable 
livestock herds. The spreading infection 
confronts the country with one of the 
greatest economic crises in its history. 

The disease involves areas that 
contain a fourth of the country’s live- 
stock. And, unless it is brought fully un- 
der control, it threatens to spread to the 
rest of Mexico and eventually to enter the 
United States. 

U. S. authorities, thus, are co-operating 
with the Mexican Government in diag- 
nosing the disease and checking _ its 
spread. Plans for eradication of infected 
herds, now under consideration by Mex- 
ico and the U.S., would require ex- 


penditures running into millions of 
dollars. 
@) The infected area covers South- 


Central Mexico, as shown in the accom- 
panying map. Carried into the country 
last spring by a shipment of Zebu ( Brah- 
man) bulls from Brazil, the disease first 
gained a foothold in the State of Vera- 
cruz. Now it has spread to the States 
of Puebla, Tlaxcala, Guerrero, Morelos, 
Mexico and Hidalgo and to the Federal 
District, where Mexico City is located. 
It is present, also, in the States of Aguas- 
calientes and Guanajuato, north of the 
general area of infection. 

Susceptible animals in the affected 
area include 2,900,000 cattle, 1,400,000 
sheep, 1,700,000 goats and 1,550,000 
hogs. These include’ about 30 per cent 
of the cattle, 43 per cent of the sheep, 
37 per cent of the goats and 42 per cent 
of the hogs in all of Mexico. 

A staggering blow already has been 
suffered in the infected area, although 
the most virulent form of the disease is 
not present. Milk supplies are cut off 
or curtailed. Meat supplies are short. 

Many infected animals die. Those that 
recover usually are unable to produce 
normal quantities of milk and cannot be 
fattened satisfactorily for market. Small 


peones and big rancheros, alike, are 
suffering heavy financial losses. Some of 
them may be wiped out. 

@ Protective measures now in effect are 
designed to check the spread of the 
disease to new areas but will not eradi- 
cate it. . 

The Mexican Government, using 
troops, is enforcing a quarantine around 
the area of infection. Infected animals 
found outside the quarantine zone are 
being slaughtered. 

The U.S. Government is preventing 
imports of Mexican cattle, sheep and hogs 
and their products that might carry the 
disease. Normally, the U.S. receives 
about 500,000 head of Mexican cattle an- 
nually through ports of entry at Browns- 
ville, Laredo, Eagle Pass, Del Rio, El 
Paso, Douglas, Nogales and Calexico. 
The ban on imports cuts off an important 
source of revenue for Mexican livestock 
raisers and deprives the U.S. of part of 
her meat supply. 

Veterinarians of both governments, as 


well as some from Argentina and Brazil, 
are working on the diagnosis of suspected 
cases. 

U. S. veterinarians are keeping careful 
watch over several of the Zebu bulls from 
Brazil that were shipped from Mexico 
to ranches in Texas. So far, no cases of the 
disease have been detected in the U.S. 

@ Further measures, designed to re- 
duce or wipe out the disease, have been 
drafted by a joint commission of U.S. 
and Mexican officials, and the U.S. Sec- 
retary of Agriculture has asked Congress 
for authority to participate in carrying 
them out. These proposals include: 

Methodical disposal of susceptible ani- 
mals in newly infected and directly ex- 
posed herds by immediate destruction. 
Coupled with this would be the slaugh- 
ter, for food, of animals in herds not yet 
affected and animals that have recovered. 

Immediate destruction of all suscept- 
tible wild animals in and around the © 
affected areas. 

Destruction of exposed and susceptible 
domestic animals and susceptible wild 
animals in new areas where the disease 
breaks out. 

As an additional safeguard, proposals 
are pending in the U.S. Congress to 
fence the 1,905-mile border between 
Mexico and the United States. This 
would prevent the smuggling of livestock 
and would keep out wild pigs, deer and 
other carriers. 

Congress will act soon to furnish fur- 
ther U.S. help to Mexico. Authority and 
funds will be provided to assure U. S. 
technicians and chemicals on a _ large 
scale. For the disease, besides posing a 
critical problem for Mexico is a poten- 
tial threat to the livestock of industry 
of the U.S. 
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EXPORTS are Britain’s chief reliance in earning her 
living and paying for a war that nearly scuttled her econ- 
omy. The total value of exports rose from $2,300,000,000 


Belt-tightening Britons may well ask the cynical question: 
Who won the war? To win the peace, they will have to 
keep their belts tight for a long time to come. 

For victory they spent $100,000,000,000, more than 
$2,000 for every person in the country. They came out of the 
war with a $5,000,000,000 loss in external investments, a 
$12,000,000,000 increase in liabilities abroad. The blitz cost 
them $5,800,000,000 in destroyed homes and buildings. 
The war at sea cost them $3,000,000,000 in ships sunk. 
Strain on their industrial plant caused a loss of $3,500,- 
000,000 in worn-out machinery. For six years, the war 
effort required the energy of more than 10,000,000 of 
Britain’s working force of 22,000,000. Yet the nation 
ended the war $30,000,000,000 poorer. 

The $30,000,000,000 is the tangible war loss that peace- 
time Britain must make up. But the $100,000,000,000 war 
expenditure represents an even greater intangible loss. 
It represents six years of deprivation and anxiety, with their 
cumulative toll on human strength, energy and spiritual 
resilience. In terms of individuals, these multibillion figures 
mean that each British worker, sapped by the strain of 
war, must still produce $1,500 more wealth than he can 
enjoy before Britain can get back on an even keel. 
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—British Combine 
in 1938 to $3,700,000,000 in 1946. But, for the postwar 
standard of living British citizens seek, annual exports 
must exceed $5,700,000,000 on the basis of present prices. 


CAN GREAT BRITAIN MAKE IT? 


In the last analysis, all Britain’s current economic prob- 
lems stem from this war loss. The Photo Report catalogues 
the major items in the over-all struggle toward recovery, ; 
Progress already has been great. But the road ahead stt 
stretches through years of austerity, self-denial and self- 
discipline. 

Prewar Britain kept solvent through the energy and 
acumen of her workers and businessmen. Coal was the 
only important resource of which she had a surplus for 
export. She bought two thirds of her food abroad. Her 
steel, textile and other major industries ran on imported 
raw materials. 

Great Britain paid for these essential imports with the 
$1,000,000,000 annual income from $18,000,000,000 of 
British savings invested abroad; $700,000,000 earnings 
from shipping and finance, and her $2,300,000,000 ex- 
port trade. 

That export trade now must carry most of the burden. 
Behind it must be mobilized Britain’s total resources; her 
man power at maximum efficiency, her factories and trans- 

rt modernized, her farms expanded, her housing restored, 


er socialized bureaucracy streamlined. Only thus can 
Britain make it. 
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IMPORTS will soar to $6,500,000,000 if this goal for land must be limited to a fraction of the domestic demand 
Britain’s standard of living is reached. Meanwhile, im- if British factories are to obtain the imported raw materials 
ported foods such as these oranges being unloaded in Eng- and machinery they must have to produce goods for export. 
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WAR COSTS have left Britain a debtor nation. This the overseas investments that netted Britain a $1,000,000,- 


imposing home of the Bank of England long symbolized 000 annual income have been balanced out by war-born 
England’s position as the world’s banking capital. Today, debts, and Great Britain has been drained of gold. 
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MAN POWER is Britain’s most important asset, and the one most difficult to 
mobilize for total peace. These stevedores, shown defying their leaders’ pleas to 
return to work during last month’s transport strike, typify the restiveness of demo- 
cratic workmen held by a tight rein. British workers want shorter hours, high- 
er pay, better housing, more food. Promises of future benefits do not suffice. 














i 
- 


—Acme 
INDUSTRY faces the immediate problem of plant modernization, the long-range 
problem of adapting to nationalization. More man power is required in this auto- 
mobile factory than for a conveyor system of equal capacity. Many plants and much 
machinery have been worn out by long usage in wartime, when adequate upkeep and 
replacement were impossible. A slowdown of nationalization may prove necessary. 
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COAL, now chronically in short 
supply, gives British planners 
sleepless nights. The 36,000,000- 
ton export surplus of prewar years 
is gone, probably forever. Cur- 
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TRANSPORT suffers from fuel 
shortages and lack of new rolling 
stock. Travel-hungry crowds such 
as this must yield priority to 
freight. Britain’s economically vital 
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rent production at 200,000,000 FARMING met Britain’s war demands by a 50 per cent increase in cultivated land 
tons a year falls short of domestic and a 70 per cent increase in output. As a result, the proportion of domestic produc- 
needs. Mines like this, which have tion to total consumption rose from 40 per cent to 70 per cent. Present aim is to 
failed to keep pace with modern- retain this production level. Measures for nationalizing the land have put teeth 
ization, are part of the trouble. in enforcement of land-use decrees, but have aroused some farmer opposition. 
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merchant marine, hard hit by sink- HOUSING presents a double difficulty. eee new homes consumes badly 
ing of 11,643,000 tons of ships needed materials and man power, but bad and inefficient housing lowers workers’ 
during the war, has come back efficiency and morale. The blitz damaged 4,000,000 homes, 460,000 beyond repair. 
fast, with nearly 2,000,000 tons of Cramped and drab temporary housing such as this forms a large proportion of 


shipping now under construction. approximately 150,000 new housing units completed since the end of the war. 
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GOVERNMENT under a Socialist regime must come in 
increasing contact with the citizen’s daily life. New tech- 
niques of public administration must be learned the hard 
way, as this meeting of Health Minister Aneurin Bevan 
(right) and his assistant for housing plans suggests. 
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AUSTERITY was the banner under which Britons could 
be proud while they were pinched and threadbare. But the 


emotional fervor that facilitates self-sacrifice in war is 
difficult to maintain in peace. And pride in indigence wears 


thin as year follows year with comforts still deferred. When 


36 «© WORLD REPORT 


tsi iS 
MONTH 
HaLTDAY 
aN ecb PAY 
pip YOU? 
Jorn Tit ARMY. Beg 


. —Black Star 
MILITARY requirements continue to compete for the 
insufficient pool of British man power. Rapid demobi- 
lization has brought the armed forces within sight of 
the goal of 1,250,000, but overseas commitments and 
unrest make the last 100,000 of planned reduction difficult. 
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rationing reverted to more severe restriction last year, 
protests like this were frequent enough to worry the Gov- 
ernment. Yet austerity remains in prospect for some time 
to come. Britain can make it—if Britons can take it, for 
more than a decade of war and postwar stringency. 














Reg. Appa. for U.S. Pat. Off. 


HE BRITISH OFFICER who has the 

ticklish task of carrying out in Pales- 
tine the decisions of the British Cabinet 
regarding the Holy Land is Lieut. Gen. 
Sir Alan Gordon Cunningham, a bach- 
elor and professional Army man whose 
main ambition in life is to serve as “a 
loyal soldier of the King.” 

As High Commissioner for Palestine, 
the General represents the British Crown 
in the troubled strip of territory along 
the Mediterranean whose government is a 
British responsibility by mandate of the 
defunct League of Nations. 

Sir Alan’s domain, 10,429 square miles 
in area, is nine tenths as large as Belgium, 
about 25 per cent larger than the State of 
Massachusetts. Its population of 1,800,- 
000 is one third Jewish and about two 
thirds Arab, and that is the basic element 
that makes his task one of the most try- 
ing ever to be assigned to a servant of 
the Crown. 

@ Explosive setting. Taking office Nov. 
21, 1945, Sir Alan has held his post less 
than 15 months. Yet already enough has 
happened in Palestine to try the patience 
of a yogi. 

Twice the High Commissioner has been 
summoned to London for emergency con- 
ferences with the British Cabinet. His 
staff headquarters in the King David 
Hotel in Jerusalem was blown up by ter- 
rorists last year. When he returned from 
London last month, mines were found 
planted in the road to Jerusalem a few 
hours after he had passed over it. An 
Anglo-American Commission spent weeks 
in his bailiwick last spring. Two under- 
ground groups of Jewish terrorists—the 
Irgun Zvoai Leumi and the Stern gang— 
are waging guerrilla warfare against the 
British Government, which he represents. 
The Arabs are forming an underground 
army of their own. The British Govern- 
ment reports that, during 1946, 212 per- 
sons were killed and 428 wounded in 
civil disorders in Palestine. 

Conditions have become so uncertain in 
Palestine that Sir Alan has been obliged 
to order all “nonessential” British families 
to leave. 

The root of the General’s troubles is, 
of course, the irreconcilable conflict be- 
tween Jewish and Arab aims. Zionists 
demand a Jewish state in Palestine, with 
freedom of immigration for the displaced 
Jews of Europe. At the same time, the 
Arabs assert that they will not tolerate 
either a Jewish state or substantial Jewish 
immigration. 

Much as he might like to, Sir Alan 
cannot just step aside and let the Arabs 
and Jews fight it out. In the first place, 


CUNNINGHAM: Boss of Palestine 
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THE MAN IN THE MIDDLE 
Lieut. Gen. Sir Alan G. Cunningham 





the British Government is responsible 
for law and order in the country, a 
responsibility for which Britain can be 
called to account by world opinion. Sec- 
ondly, the British have big strategic in- 
terests in Palestine. It is the terminus of 
an important oil pipe line. It flanks an 
entrance to the Suez Canal. It commands 
the East Coast of the Mediterranean Sea. 
It is populated by Moslem Arabs whose 
coreligionists inhabit the nearby countries 
of the Middle East where Britain has 
other interests. Finally, Palestine may 
be needed by the British as a military 
base if they have to evacuate an older 
base in Egypt. 

Outsiders are watching every move 
that the High Commissioner makes. The 
Arab League, representing six countries, 
has a powerful voice in the United Na- 
tions. The Jews are represented by a 
Jewish Agency that has a branch in the 
U. S. strong enough to exert pressure on 
the Congress and the White House. Both 
major political parties in the U. S. have 
Zionist planks in their platforms. Presi- 
dent Truman has intervened several times 
with the British to push the Jewish cause. 
@ Unloved but unhated. In such an 
atmosphere, it would not be at all un- 
usual if General Cunningham were the 
most hated man in Palestine. Such is not 
the case. He is not the most loved man 
in the country, but neither is he reviled 
by the Jews or Arabs. Both groups realize 
he is a British officer, carrying out orders. 

Jews say that Sir Alan is not the best 
or the worst High Commissioner Pales- 


tine has known. Arabs appear to find him 
sympathetic. Both sides make the mild 
criticism that he remains walled up in his 
residence, a mile and a half from the heart 
of Jerusalem, and does not talk with the 
people. He is heavily guarded at all times. 
Doubtless the possibility of assassination 
by terrorists keeps him near home. 

By not being hated, Sir Alan already 
has made a sort of success of his job. For 
this there are several reasons. 

Primarily, the High Commissioner is 
a loyal soldier. Now almost 60, he is a 
professor's son who chose the Army as 
his career and has never deviated from it. 
His brother, Sir Andrew, chose the Navy 
and rose to become Admiral of the Fleet. 

Sir Alan was commissioned in 1906, 
and eight years later made an outstanding 
record in the First World War. He was 
mentioned in dispatches five times, won 
the Military Cross and the Distinguished 
Service Order. After the war, he served 
for a while in Singapore, where he worked 
on initial plans for that base. Between 
the two wars, he taught and studied mili- 
tary science and steadily rose in rank. 
When he attended the Imperial Defense 
College, he was the only officer admitted 
to the course who had not previously 
qualified at the Army Staff College. 

@ African victor. In August 1940, Sir 
Alan was sent to Kenya to take over 
command of the East African forces. It 
was here that he won his right to a place 
in British military history. On Feb. 11, 
1941, he advanced with a small force into 
Ethiopia. In 50 days his forces covered 
1,370 miles to Addis Ababa, the capital. 
With never more than 20,000 men and 
68 field guns, he routed an Italian force 
that was often 13 times larger. He admits 
he took great chances in Africa, but de- 
clares “numbers have never worried me.” 

His next assignment was not so success- 
ful. In August 1941, after being named a 
Knight Commander of the Bath for his 
Ethiopian victory, the General took com- 
mand of the British Eighth Army fighting 
Rommel in the Libyan desert. The second 
British drive for Tripoli was upset by su- 
perior German tank equipment. Sir Alan 
was ordered to sweep the enemy out 
of Cyrenaica, but he preferred a cautious 
withdrawal to the Sollum Line. Churchill 
ordered him relieved, and he spent the 
rest of the war in Northern Ireland and 
England in home commands. 

Cunningham is not an exciting person 
in conversation. He is not a student of his- 
tory, as some of his predecessors have 
been. He knew little of Palestine when 
he arrived there. That, of course, may be 
an asset in his job. He lives in Jerusalem 
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with three or four military aides, leading 
an austere bachelor existence. He smokes 
continually, likes to ride to hounds, to tell 
tall tales and to grow roses. He enjoys 
a cut of underdone roast beef. Some 
soldiers who served with him in Ethiopia 
think he has a lucky star. On the day 
the march to Addis Ababa began, a comet 
appeared in the African sky. It is listed 
by astronomers as “Cunningham's 
Comet.” He also is noted for deceptive 
tactics. By clever use of radio transmitters 
and dummy cloth tanks, he made the 


Italians divert troops to attack a British | 


division that never existed. 

@ “Hit them hard.” Sir Alan’s Order 
of the Day in Ethiopia was: “Hit them. 
Hit them hard, and hit them again.” Now 
it seems to have been adopted as a motto 
by the Jewish terrorists who are giving 
him so much trouble in Palestine. If any 
British officer knows how to deal with a 
small, hard-hitting military force, it is 
General Cunningham. Perhaps that is 
why he now represents his sovereign in 
restless Palestine. 


RAMADIER: France’s New Concilitator 


HERE IS NO LITTLE significance in 

France’s choice of a conciliator, rather 
than a fighter, to lead the first Cabinet 
of the new Fourth Republic. The job of 
58-year-old Paul Ramadier, (pronounced 
rah-mahdiay ).an old-guard Socialist, is 
not so much to direct his coalition Cabi- 
net as to hold it together and persuade it 
to work as a team. 

Can Premier Ramadier hold together 
the divergent forces? Political observers 
in France are dubious. Party rivalries are 
intense and bitter. 

Almost the only cohesive force the new 
Premier can count on is the awareness by 
all parties that this is a time of decision 
for France, at home and abroad. Deci- 
sions must be made this year that will 
affect the lives of Frenchmen for many 
years to come. All parties agree it is a 
time when the country can ill afford the 
prewar luxury of political brawls and 
faltering government. 

@ Ramadier’s policies for a troubled 
France received an overwhelming vote 
of confidence from the new Parliament. 

Relations with Big Three: “Neither 
now or at any time will we agree to be 
part of a bloc that desires hegemony or 
aggression. We seek an honest agreement 
among equals.” 

On Germany: “France cannot forget 
she has been invaded by Germany three 
times in less than a hundred years.” The 
French aim: “To assure herself against 
future aggression and to obtain guaran- 
tees that she will receive the reparations 
due her, especially coal.” 

Colonial problems: “Our colonial em- 
pire has disappeared forever and in its 
place has arisen the French Union. This 
war (in Indochina) will solve nothing. 
We shall put an end to it as soon as 
order and security are re-established. I 
have no doubt that in the near future 
France will be able to meet with repre- 
sentatives of the Annamite peoples who 
understand the language of reason.” 

On wages: “We must increase the real 
value of wages, rather than their money 
value. In order to do this, we must 
eliminate the black market and increase 
production. Speculators and hoarders will 
be relentlessly prosecuted.” 
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This is Ramadier’s way. of saying some- 
thing that is hazardous for a politician 
of any country to say: That wage rises 
are going to be discouraged by the Gov- 
ernment. The policy may bring the new 
Cabinet into conflict with the Communist- 
dominated Confédération Générale du 
Travail, which controls nearly all or- 
ganized labor in France. The Commu- 
nists have been pressing for immediate 
wage increases to bring the income of 
all workers up to a “vital minimum.” 

On production: “We must produce, 
produce more. and still more. Only by 
producing more goods and putting them 
on the market can we restore the balance 
that has been destroyed by the inflated 
volume of money in circulation. Our 
production must be planned. The Mon- 
net Plan will help us to achieve this 
objective.” 

On the budget: It must be balanced. 
Government expenses must be cut dras- 
tically; Government personnel sharply 
reduced. 

@ The role Ramadier is to play as Pre- 
mier can best be understood after a look 
at his personality and his past. 
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MASSIVE SERENITY 
Premier Paul Ramadier 





Record. The new Premier gives little 
evidence of having the qualities of lead- 
ership that will be needed to guide France 
toward a solution of her complex ‘prob- 
lems. His experience in politics has been 
long but not especially outstanding. He 
has held three Cabinet posts previously 
but has never before been Premier. 

The Premier is a slow and ineffective 
speaker. His modesty is not a quality 
usually associated with successful politi- 
cians. In matters of high policy, Ramadier 
probably will lean heavily on coaching 
from the side lines by elder statesman 
Léon Blum, who has been his close asso- 
ciate in the Socialist Party for nearly 20 
years. Ramadier has made it clear that 
he intends to continue the policies initi- 
ated by Blum, who preceded him as 
Premier. 

Ramadier is better known as a peace- 
maker than as. a fighter. As a man of 
compromises, he may be well suited to 
head a Cabinet which is itself a com- 
promise. In the past, he has shown he 
can help to restore calm when political 
fevers are high. 

Personality. Probably Ramadier’s chief 

asset in the trying weeks ahead will be 
his massive serenity. He looks rather like 
a prosperous peasant. His heavy frame, 
broad face and often half-closed eyes 
give him an air of calm that is counted 
on to soothe ruffled feelings when 
Cabinet sessions get too stormy. 
@ Political troubles of Premier Rama- 
dier arise mostly out of the peculiar 
composition of his 26-man Cabinet, 
which includes elements that normally 
are at one another's throats. 

Biggest problem will be how to keep 
the Popular Republican and Communist 
Ministers working in harmony. There 
is fear in some quarters that each of the 
two parties will try to use its strength in 
the Cabinet to undermine the other. 
Such a development could weaken the 
Government seriously. 

Frenchmen already are getting an ex- 
hibition of how party rivalry could upset 
the coalition Cabinet. The issue, at the 
moment, is the nationalization of the 
French merchant marine, which is pro- 
posed by the Communists and opposed by 
the Popular Republicans. The Minister 
of Finance, Robert Schuman, a Popular 
Republican, is said to have threatened to 
resign if the Cabinet accepts the Com- 
munist proposal. 

Other quarrels between rival parties 

are bound to cause new storms within the 
Cabinet in coming weeks. If they become 
severe enough, the Cabinet will fall. 
@ The historic task now clearly resting 
on Premier Ramadier’s shoulders is to 
keep France on a steady course during 
the critical months ahead when the nation 
will need every ounce of its strength in 
the negotiation of a German settlement, 
in its efforts to halt inflation and in de- 
fending its extensive interests in the 
colonial empire. 








Trip to South Africa is strictly business 
for George VI, Britain’s hard-working King 


LONDON 
ING GEORGE VI, unquestionably the 
hardest working monarch in the 
world, is on the high seas bound for 
Africa, but it’s no “vacation.” 

For the next three months, the King 
and Royal Family will be on public exhi- 
bition on their first visit to the Union of 
South Africa—of which he is King as well 
as of the United Kingdom and other 
“Dominions beyond the seas.” 

South Africans have arranged a long 
and strenuous program for His Majesty, 
but it will be only slightly more wearing 
than his daily routine here in London. 
The King’s life is not an easy one. Al- 
most everything he does is part of a 
prearranged schedule, and there are un- 
ending calls on his time. Everywhere he 
and his family go they are “on show” 
before thousands of eyes. The King im- 
plies, now and then, that he doesn't 
thoroughly appreciate life in a goldfish 
bowl, but the Queen is completely at 
ease in every situation. 

Among the King’s political duties are 
the opening of Parliament, the signing 
of bills and other documents, and confer- 
ences with his Ministers. Prime Minister 
Attlee, for instance, regularly calls at 
Buckingham Palace to discuss the state of 
the nation, but rarely stays more than 15 
minutes. Wartime Prime Minister Church- 
ill, in contrast, usually stayed for lunch 
and often emerged from the Palace in 
the middle of the afternoon. 

In his daily life, the King follows a 
busy schedule. Always up at 7:30 a.m., 
he reads the morning papers and his mail 
after breakfast. If the weather is pleas- 
ant, he and the Queen may take a turn 
around the gardens behind the Palace. 

After 10 o'clock, the morning’s visitors 
begin arriving, usually diplomats back 
from foreign missions, ambassadors, royal 
visitors from other countries. Ministries 
prepare a short report on each visitor, his 
background, achievements, and views so 
that His Majesty is well briefed for his 
conference or audience. 

Then the private secretary brings state 
papers to be signed, photographs to be 
autographed for the British embassies, 
naval vessels and service clubs, and dis- 
cusses future engagements: invitations to 
open an exhibition, a tour of a coal min- 


° ing valley in Wales, a sports engagement. 


All such invitations are scheduled for 
months ahead and spaced out so that no 
single group or part of the country is 
favored. The King, for instance, is booked 
already to open the 1948 Olympic Games 
in London. 

Next may come a meeting of the Privy 
Council, for the King is required to ap- 
prove all laws “in Council.” 

By then, it is lunchtime and the King— 
with the Queen and Princesses if they are 
in the Palace—has a simple family meal. 

In the afternoon, the King and Queen 
may have a formal engagement to open a 
function of which they are royal patrons, 
visit an art gallery or a trade fair, or in- 
spect a factory. Occasionally he sits for a 
portrait or photograph. Usually there are 
additional callers, perhaps an investiture 
at which war heroes or others deserving 
of public recognition are given awards. 

After that, for an hour or so, the King 
may do as he likes. 
Often he reads or 
listens to music in a 
glassed-in living room 
off the Palace garden. 

Around 6 o'clock 
he puts in another ses- 
sion with state papers 
and mail, requests for 
pardons, or studies pa- 
pers on current prob- 
lems. Dinner is at 8:30 
and there usually are 
family or other guests. 
Sometimes films are 
shown after dinner or 
there is a talk by some 
distinguished guest. 

Depending . on his 
duties and his visits, 
the King may have changed uniforms two 
or three times during the day. 

At certain seasons of the year, the Royal 
Family visits different*parts of the King- 
dom. Two or more weeks during the 
summer are spent at Balmoral Castle in 
Scotland. There are periodic visits to 
Windsor Castle, high above the Thames, 
and its Great Park where the King may 
relax. There’s his farm to be visited. And 
Christmas, when the King makes his an- 
nual radio address to the Empire, is 
invariably spent at Sandringham Castle. 

A highly organized staff arranges the 
visits and runs the various palaces. Some 





Life Around the World 


of the posts, such as Master of the Horse, 
now are more honorary than working jobs. 
Most of the day-by-day problems of the 
Royal Family's housekeeping are duties 
of the Lord Chamberlain. 

Finances for running the Royal House- 
hold are provided largely from the “Civil 
List” which is voted by Parliament at the 
beginning of each reign and cannot be 
altered until the succeeding reign. 

In recent years, the list gradually has 
been reduced and now is about $1,600.- 
000 a year. Out of this comes the upkeep, 
necessary salaries, etc., for all the royal 
palaces. 

In addition, the King has some private 
income from his land holdings and now 
and then makes a winning with the royal 
stable of race horses. On all this private 
income he pays taxes like any of his sub- 
jects. Balmoral and Sandringham castles 
are maintained from his private funds. 

The King still maintains the royal 
stamp collection, made famous by 
George V, and occasionally adds to his 
art collection, which includes paintings 
by Holbein, Titian, Rembrandt, Constable, 
Van Dyck and other masters. 

In his many public 
appearances, the King 
usually dresses as Ad- 
miral of the Fleet, but 
he also holds the titles 
of Field Marshal and 
Chief Air Marshal. He 
assumed those titles on 
his coronation when he 
became titular head of 
the British armed serv- 
ices. He is also Hon- 
orary Colonel in Chief 
of various famed regi- 
ments of the British 
Army, including the 
Welsh, Scotch, Cold- 
stream and Grenadier 
Guards. On his uni- 
form, he wears eight 
rows of. medals. None is what the Navy 
calls ““pea-soup medals,” granted purely 
as a courtesy. The decorations include 
the medals of various orders, Queen 
Victorias Diamond Jubilee (when the 
King was 2 years old), and British and 
other military decorations. 

With all these duties to perform, the 
King has little time to himself. When he 
can get away, he heads for some outdoor 
activity. He is particularly fond of duck 
hunting. Like many duck hunters, he 
makes his decoys. On one hunt recently, 
he bagged 49 ducks before breakfast. 

In South Africa, the King will perform 
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Besse the news in every is- 
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from the four corners of the 
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most of these same royal duties. The 
chief difference is that there will be more 
receptions, more official openings, more 
audiences, more inspection trips—packed 





into a few weeks. King George will con- 
tinue to be a busy king. There'll be no 
time left over to go after any African 
ducks. ' E.J.D. 


Better crops for Western Hemisphere sought 


in joint experiments in 


TURRIALBA 

ORE AND BETTER tropical fruits and 

M agricultural products are on the 
way. 

In this fertile Costa Rican valley, the 
American republics are operating a joint 
project that has as its objective increased 
production of better food crops for the 
people of the Western Hemisphere. 

The Inter-American Institute of Agri- 
cultural Sciences is supported (at a 
yearly cost of $300,000) by the United 
States and the 20 Latin-American re- 
publics not only to improve the food 
supply but to benefit especially those 
countries that have only one or two 
“money crops. 

The staff of the Institute, headed by 
Ralph H. Allee of Santa Maria, Calif., is 
studying such subjects as: (1)-What can 
best be grown on the American conti- 
nents, and where; and (2) what should 
the different American republics produce 
as a basis for stronger national develop- 
ment and international trade. 

So far the scientific staff has developed, 
as an example, a hardy tomato, the Tur- 
rialba, that will grow well in tropical 
climates. Until now, tomatoes have been 
one of the most difficult crops to grow in 
these hot climes. New tropical grapes 
and a watermelon-citrus hybrid also have 
been produced that are resistant to trop- 
ical plant diseases. 

Then there’s the question of growing 
some of the things that don’t grow now 
in this Hemisphere. The Inter-American 
scientists are working on the problem of 
strategic crops with the objective of de- 
veloping, among other things, types of 
Cinchona (quinine), abaca and rubber. 
It is hoped that many of these crops can 
be grown commercially in the Americas 
and free the Hemisphere from depend- 
ence on other areas for such necessary 
products. 

The Institute considers improvement 
of the Continents agriculture one of the 
greatest contributions that can be made 
to the welfare of their people, and major 
efforts are made to encourage research, 
teaching and extension activities among 
the American nations. 

Allee and his staff like to point to the 
fact that the navel orange, one of Cali- 
fornia’s principal crops, was developed 
through international agricultural co-op- 
eration. That orange originated in Bahia, 
Brazil, and was introduced into the 
United States nearly 50 years ago. 


Costa Rican valley 


The Turrialba area offers a complete 
cross-section of tropical American condi- 
tions. It’s an important coffee and sugar- 
cane region on the Atlantic slope of Costa 
Rica's mountains. Without being on the 
seacoast, it represents the wet lowlands 
that are so extensive in Latin America. 
To a large degree, these agricultural sci- 
entists believe, the future development 
of Latin-American agriculture depends on 
solution of the problems of the wet low- 
land areas. 

On the hills, these scientists are experi- 
menting with Cinchona and other crops 
requiring high elevations. Barley, wheat, 
potatoes are being grown on the slopes 
of Irazu Volcano. On the wet lowlands 
they are growing rubber, abaca and oil 
palms. 

An experimental forest has been set 
out with young teak trees, which holds 
promise of becoming a fast-growing pro- 
ducer of excellent lumber. Members of 
the Institute staff are growing Hevea and 
Castilla rubber to determine the best 
types for various soils. They are experi- 
menting with Derris to produce extracts 
for experimental work in insect control, 
a major problem in the tropics. 

The Institute is experimenting with 
coffee, sugar cane, cacao, corn, black- 
berries, watermelon, lima beans, cow- 
peas, pineapples, soybeans, peanuts, 
sweet potatoes, guava—all to enable the 
tropical American countries to produce 
the food their peoples need. There may 
also be opportunities to export to nearby 
countries. 

I might add I’ve eaten some of the 
“experimental products” and don’t doubt 
there’s good eating ahead in Central 
America. M.H. 
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Opposition in Washington to the tariff program can be discounted..... 

Chances are heavily against any scuttling of the program or any postpone- 
ment of the 18-nation negotiation on tariffs set for next April in Geneva. 

Congress is likely to keep hands off until after the Geneva negotiations. 

Republican leaders in the Senate find this course advisable. They feel 
that the U.S. public, by and large, favors economic co-operation with the rest 
of the world. Major industries, business and labor groups Support the tariff 
program. Opinion polls show that most consumers do, too. 

U.S. strategy in the economic freld now is to be stressed more forcibly te 
certain congressmen. The broader implications of the tariff program will be 
brought out. The Administration's argument goes like this: 

The war showed how interdependent the countries of the world are. Isola- 
tionism is outmoded, even for a country as self-sufficient as the U.S. World 
trends inevitably influence business conditions. in the U.S., and vice versa. 

World recovery is not going to get very far unless international trade can 
be stepped up to much higher levels and more nations become self-supporting. 

The U.S. undoubtedly will benefit most from any expansion: of trade. 

Trade expansion can be helped most directly if businessmen can go anywhere, 
buy anything in quantities, pay in any currency. 

That is not possible today bécause of restrictions, channelized trade, ex- 
port and import quotas, exchange controls, high tariffs and the like. 

Other countries are expected to lessen these restrictions, provided the 
U.S. cuts its tariffs ‘on certain items. If the U.S. doesn't come .across, these 
restrictions may grow and trade will continue to limp, hurting U.S. business. 

Basically, that is the why and wherefore of the tariff. program, according 
to its advocates. They see it as a keystone in an essential structure, . 



































The appeal for bipartisan support’ for the tariff program is based fundamen- 
tally on these broad aims. Agreement on these aims is not hard to reach. 

Difficulty_is that individual firms and industries will be hurt by cuts in 
U.S. import duties. The U.S. State Department knows that and has this answer: 

Where the injurv is too great, particular cuts in the tariff may be with- 
drawn after investigation of the facts and consultation with the exporting country. 

An escape clause, allowing this, will be inserted by the U.S. in the trade 
agreement with 17 other nations to be negotiated at Geneva. 

Point to remember is that the escape clause and changes in tariff proce- 
dures proposed by the Vandenberg-Millikin group would not apply until after the 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


trade agreement comes into operation. In other words, the State Department 
Still has virtually a free hand as far as the Geneva negotiations are concerned. 


A current wave of patriotic appeals and official moves in several countries 
to cut down on imports may affect U.S. exporters adversely. | 

Thus, a “Buy Mexican" campaign is under way, as President Aleman tries to 
Stimulate home production and industrialization. 

In Australia, importation of luxury cars and other Lecere goods from dollar 
countries is to be restricted. Intention is to help Britain. 

China is imposing a 50 per cent surcharge on import duties of selected 
items in order to provide funds for an ambitious program of export subsidies. 

In Britain, there is talk of cutting imports of U.S. tobacco and movies, 
which together total 40 per cent of British imports from the U.S. Ingrained | 
taste for U.S. films and tobacco will be hard to overcome. 

















The winter crisis in British coal is reaching its zenith..... 

Drastic measures to conserve coal are taking their toll. Intermittent cut- 
offs in electricity and gas came first. Then cuts in allocations of coal for 
industry. Frigid weather, tying up transportation, has disrupted distribution. 
Workers by the hundreds of thousands are out of work, as plants all over Brit- 
ain have been forced to shut down. 

Climax came when refueling of ships and all exports were banned. 

This is tying up hundreds of ships. But, more serious, it cuts exports at 
a time when exports could hardly be more important. 

Return of milder weather will bring easing of some restrictions. 

But fundamental difficulties remain, centering on the shortage of miners. 
The crisis probably will result in a reorientation in coal policy, possibly a 
return to wartime measures drafting miners, and greater efforts to import labor. 

















Chile is heading into a back=-breaking load of debt..... 
Credits to be advanced by Argentina for development projects and public 

works total $150,000,000, besides a revolving credit of $25,000,000. | 
Credit line with the U.S. Export-Import Bank totals $64,000,000. | 
The World Bank is being asked for $40,000,000, although it appears that 

Chile will get much less than that. 
And now a financial mission from Chile is expected in the U.S., presumably 

looking for more dollars. 
The Export-Import Bank considers itself lucky that the heaviest payments on 

its credits come due in the next five years. 
During that period, demand for Chilean copper should stay fairly high; 

after that, a world surplus is possible. Also, Chilean nitrates should find a 

ready market for at least a year or two; after that, synthetic nitrates may cloud 

the picture. From exports of nitrates and copper Chile earns most of her dollars. 




















Elsewhere in the financial world: 

Holland's success in her internal financing reflects improvement in production 
and exports. Another good sign: Guilders are getting dearer on the black market. 

Italy, meanwhile, has failed to induce her people to buy Government bonds, 
even when tax-exempt. A capital levy probably is the next step, piled on top of 
heavy taxes. The budget deficit this year may reach $1,000,000,000. 
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REVIEWING U.N.’S FIRST YEAR 


President notes achievements in letter to U.S. Congress 


(Text of President Truman’s letter transmitting his 
first annual report to Congress on the United Nations, 
Feb. 5, 1947. The President reported on the work of the 
General Assembly, Security Council, Atomic Energy 
Commission, Economic and Social Council, Trusteeship 
System and Non-Self-Governing Territories, Interna- 
tional Court of Justice, and United States representation 
in U. N. activities.) 


o the Congress of the United States: 

In accordance with the provisions of the United Na- 
tions Participation Act of 1945, I submit herewith my first 
annual report to the Congress on the activities of the United 
Nations and the participation of the United States therein. 

The Charter of the United Nations came into force as a 
fundamental law for the peoples of the world on Oct. 24, 
1945. The General Assembly convened for the first time in 
London in January 1946. It elected the Secretary-General 
and brought into being the Security Council, the Economic 
and Social Council and the International Court of Justice. 

In December 1946, at the second part of its first session, 
in New York, the General Assembly completed its main or- 
ganizational tasks by establishing the Trusteeship Council. 
Thus all of the principal organs of the United Nations have 
now been established. All of them, except the Trusteeship 
Council, have been working on their appointed tasks during 
most of the past year. 

The policy of the United States, as I told the General As- 
sembly in New York on Oct. 23, 1946, is to “support the 
United Nations with all the resources that we possess . . . not 
as a temporary expedient but as a permanent partnership.” 

That policy—in season and out—in the face of temporary 
failure as well as in moments of success—has the support 
of the overwhelming majority of the American people. It 
must continue to have this support if the United States is to 
fulfill its appointed role in the United Nations, if the United 
Nations is to fulfill its purposes and if our land is to be pre- 
served from the disaster of another and far more terrible war. 

In the work of the United Nations during the past year, the 
United States has sought constantly to carry out that policy. 
Our representatives have spoken for the whole nation. They 
have been Democrats and Republicans, members of both the 
executive and legislative branches of our Government, men 
and women from private life. 

The work of the United Nations during the past year has 
been the work of building foundations for the future. 

First of all, there have been the structural foundations. The 
Assembly, the Councils, the Court and the Secretariat have 
had a vast amount of organizational work to do in order to 
establish themselves as functioning agencies of the inter- 
national community. Much of this has been pioneering work. 
The whole structure of 4he United Nations is a far more 
extensive endeavor in international co-operation than the 
nations have ever before attempted. 

The essential parts of this structure include not only the 
principal organs established by the Charter. They include 
equally the specialized agencies, such as the Food and Agri- 
culture Organization, the Internatiqnal Labor Organization, 
the United Nations Educational, Scientific and Cultural Or- 
ganization, the International Civil Aviation Organization, the 
International Bank for Reconstruction and Development, the 
International Monetary Fund, the proposed World Health 


Organization and International Trade Organization and several 
others. 

Each of these specialized agencies operates in a specific field 
under its own constitution. Each is or will be related to the 
central structure of the United Nations through the Economic 
and Social Council and the General Assembly. There is 
scarcely a field of activity having a common interest for the 
peoples of the world for which continuing instruments of 
international co-operation have not been developed during 
the past year. 

Perhaps the most immediately significant development of 
the past year in this direction was the General Assembly’s 
demonstration of its power to influence the policies of nations 
and to bring about greater understanding among them. The 
Assembly possesses few definitive powers. It makes recom- 
mendations that can be translated into effective law only by 
the action of the nations concerned. But the Assembly, during 
its meetings in New York, expressed a higher sovereignty of 
the people’s will in a manner which promises much for its 
development as a dominant power for peace and progress in 
the world. 

The building of the structural foundations of the United 
Nations during the past year has been accompanied by action 
over a very broad field toward giving life and meaning to the 
purposes and principles of the Charter: 

There has been progress toward building security from 
war. Step by step, we have advanced the first part of the 
way toward agreement on the essential principles of a truly 
effective international system of control over the means of 
destruction that science has placed in the hands of mankind. 

The initiative in the control of atomic energy and other 
major weapons adaptable to mass destruction was taken by 
the United States. The resolution creating the Atomic Energy 
Commission was adopted at the first meeting of the General 
Assembly in London. The United States presented in the 
Atomic Energy Commission last June its proposals for inter- 
national control of atomic energy. The Soviet Union opposed 
these proposals, but the commission worked throughout the 
summer and fall to build the bases for agreement. 

In October, the Soviet Union introduced in the General 
Assembly proposals on the general regulation and reduction 
of armaments that seemed at first far removed from the 
United States position. Nevertheless, seven weeks later the 
Assembly was able to adopt unanimously a resolution re- 
affirming all the principles of the atomic energy resolution 
and reflecting for the first time unanimous agreement on 
the essential principle of a system of international control 
and inspection established by treaty and not subject to any 
veto in its operations. 

Two and a half weeks later, on December 31, the Atomic 
Energy Commission transmitted its first report to the Security 
Council. The report had been adopted by the Commission 
by a vote of 10 to 0, the Soviet Union and Poland abstaining. 

Many months of hard work and difficult negotiation in 
the Security Council and the Atomic Energy Commission 
lie ahead. Not all the essential principles have yet been 
agreed upon. The problem of enforcement must still be 
resolved. All the principles must be given specific and practical 
application in treaties and conventions unanimously agreed 
upon. 

This is one of the main tasks before the United Nations 
im the coming year. To succeed, we must at the same time 
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NOT AN EXPEDIENT BUT A PARTNERSHIP 


build the other essential foundations of a general system of 
collective security. Nations can satelv lay aside their arms 
only in so far as their security is protected by other means. 

An essential element of collective security will be the 
ability of the Security Council to fulfill its primary responsi- 
bility for the maintenance of international peace and security. 
In its consideration of international disputes during its first 
year, the Council demonstrated increasing power to amelio- 
rate situations that otherwise might have become dangerous 
and to influence the policies of nations in the direction of 
upholding the purposes and principles of the Charter. This 
was generally true even when the five permanent members 
failed to reach the required unanimity for definitive action. 

The Security Council’s application on a continuing basis 


_of the public and peaceful methods of the Council chamber 


to the settlement of disputes between nations is a new devel- 
opment in international relations, the significance of which 
gives every promise of becoming more apparent in the year 
ahead. 

Important steps have been taken by the United Nations 
during the past year toward economic reconstruction and 
toward establishing the necessary basis for an expanding 
peacetime trade and employment. 

A draft trade charter establishing principles and practices 
aimed at increasing the volume of world trade and employ- 
ment by reducing or eliminating artificial trade barriers and 
restrictions has been proposed by the United States and is 
now being developed by a preparatory committee of 18 
nations. One of the primary United Nations tasks of the 
year ahead is the adoption of such a charter and the creation 
of an International Trade Organization to carry it out. 

The General Assembly has unanimously asked the Eco- 
nomic and Social Council to act on recommendations for the 
reconstruction and integration of the European economy and 
establishment of an Economic Commission for Europe. This 
Commission would unite all the interested countries, includ- 
ing the Soviet Union on the East and the United States on 
the West, in a common program. Steps toward economic 
reconstruction and development in the Far East will also be 
undertaken by the Economic and Social Council this year. 
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Progress has also been made by the Economic and Social 
Council and the specialized agencies during the past year in 
many other respects. It is not too much to say that the estab- 
lishment and maintenance of lasting peace will depend in 
large part upon the ability of the United Nations to carry 
through to a successful conclusion the work it has begun 
toward world economic recovery and co-operation. 

The promotion and protection of basic human rights for 
all peoples is a fundamental purpose of the United Nations. 
Active support for the wider realization of these rights and 
freedoms has been and should continue to be a primary objec- 
tive of United States policy in the United Nations. 

During the past year, our representatives in the Assembly 
and the Economic and Social Council took the initiative in 
writing a charter for the International Refugee Organization 
under which the right to freedom and another chance for 
a decent life of 1,000,000 victims of war and racial, political 
or religious oppression would be preserved. I shall recommend 
to the Congress prompt acceptance of the constitution of the 
IRO and a»propriation of our share of the expenses of its 
program. 

The United States believes that freedom of information 
must be realized on a far wider basis than exists in the world 
today if the United Nations is to succeed. We have strongly 
supported the policy of public debate of all issues in the 
United Nations because this promotes public knowledge and 
understanding and gives the peoples of the world a more di- 
rect opportunity to influence the results. We have also asked 
for action to break down the barriers to a wider, freer flow of 
information in the world. Preparations are now going forward 
for a world conference on freedom of information before the 
end of this year as one step in this direction. 

The provisions of the Charter relating to dependent peo- 
ples offer to those hundreds of millions who do not yet govern 
themselves their best hope for attainment of this and other 
basic human rights and freedoms. The United States repre- 
sentatives took a leading part in the General Assembly in 
bringing about the establishment of the trusteeship system 
in the face of sharp disagreements and other major difficulties 
that might have caused indefinite delay. The United States 
will support further steps during the coming year toward 
strengthening the trusteeship system. 

America has long been a symbol of freedom and democratic 
progress to peoples less favored than we have been. We 
must maintain their belief in us by our policies and our acts. 

One of the important long-range achievements of the 
General Assembly’s first session was the adoption of resolu- 
tions introduced by the United States on the codification 
and development of international law. 

The General Assembly unanimously directed its committee 
on codification to give first attention to the Charter and the 
decision of the Niirnberg Tribunal, under which aggressive 
war is a crime against humanity for which individuals as well 
as states must be punished. The Assembly also agreed that 
genocide—the deliberate policy of extermination of a race or 
class or any other human group—was a crime under inter- 
national law. These developments toward the application of 
international law to individuals as well as to states are of 
profound significance to the state. We cannot have lasting 
peace unless a genuine rule of world law is established and 
enforced. 

The justifiable hope and confidence to which the great 
progress of the United Nations in the past year has given 
rise can be betrayed and lost. The difficulties and dangers 
that lie before us are many and serious. They are strewn 
across the road that leads to the final peace settlements, to 
the establishment and maintenance of collective security, to 
the control of atomic energy and regulation and reduction 
of other arms, to the attainment of economic recovery and an 
expanding world economy, and to the wider realization of 
human rights. 

Our policy of supporting the United Nations “with all the 
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resources that we possess” must be given effective practical 
application on a genuinely national bipartisan basis in every 
activity of the United Nations. This is just as necessary in 
the economic and social field as it is in the political field. 
We must pursue without hesitation bipartisan policies of 
economic co-operation with the rest of the world in such 
matters as economic reconstruction and development and 
the expansion of world trade and employment. Because of 
the interdependence of the economy of nations, it will also be 


vital to world recovery as well as to our own prosperity that 
we maintain at home a stable economy of high employment. 

The responsibility of the United States is a particularly 
heavy one because of the power and influence that our 
history and our material resources have ‘placed in our hands. 
No nation has a higher stake in the outcome than our own. 


Harry S. TRUMAN 
The White House, 


Feb. 5, 1947. 





MR. TRUMAN’S REBUKE TO POLAND 


Exchange of statements with new Ambassador to the U. S. 


(Remarks exchanged between President Truman and 
Josef Winiewicz, Polish Ambassador, on the occasion of 
the Ambassador's presentation of his credentials at the 
White House, Washington, Feb. 4, 1947) 


The Ambassador’s Remarks 


R. PRESIDENT: It is for me indeed a great honor that I 


have been called upon and designated to represent my 


country with the Government of the United States. Every 
Pole feels the greatest admiration as well as a sincere friend- 
ship toward the great and splendid country of George 
Washington. In the heart of every Pole are deeply and 
lastingly engraved memories of facts and persons, which 
have been immortalized on those pages on which the history 
of the United States and that of Poland are sometimes so 
closely interwoven. 

Two great Poles, Kosciuszko and Pulaski, fought for the 
high ideals of democratic government and the democratic 
way of life on the battlefields of both Poland and America. 
The names of those Poles have passed into the history of the 
United States. The regaining of our independence and the 
rebirth of our national life after the First World War is ir- 
revocably connected with the great name of Woodrow Wilson. 
In the most difficult days of the Second World War the name 
of Franklin Delano Roosevelt was on the lips of every Pole 
as the name of one of the great leaders of the United Nations 
fighting against German aggression. 

After the First World War the help given by the United 
States saved thousands of Polish children from death by 
hunger and the financial assistance of your country was of 
great help to us in rebuilding our life from ruins. Once more, 
when after the Second World War, Poland was faced with the 
enormous task of reconstruction and rehabilitation, the help of 
the United States, coming mainly through the United Nations 
Relief and Rehabilitation Administration, assisted us to re- 
build the foundations for a peaceful development of our na- 
tional life. I wish to assure you, Mr. President, that my Gov- 
ernment and every one of my compatriots remembers this 
and is grateful for the help of your great nation. 

It is also the sincere desire of my Government that the 
relations between our two countries shall be of the best, that 
they may remain true to a long tradition of uninterrupted 
friendship and cordiality rare in the history of nations. I also 
will regard it as my solemn duty to continue and develop 
these traditions of the past. 

Poland is still continually struggling with the difficult task 
of rebuilding its life after the terrible destruction of war, 
which does not have its equal in modern history. The proud 
capital of my country was almost razed to the ground. Thou- 
sands of villages and towns lay in ruins. At the time when 
the hostilities ceased, several million Poles, displaced by war, 
were looking for new homes on their liberated soil. Despite 


that, though slowly and with difficulty, but gradually and 
systematically, life returns to its normal course. 

Poland was given, also new boundaries and within these 
new boundaries had to carry out the transfer of several 
million persons in order to populate her new western terri- 
tories, to restart their industry and agriculture, and thus to 
contribute also to the rebuilding -of the entire European 
economy. At the same time, Poland had to heal the psy- 
chological wounds inflicted by the war upon her population, 
and to stabilize her political life, unbalanced by the violent 
shock of war. 

However, Poland does not isolate herself within her own 
circle of affairs, but desires.to take her share in all interna- 
tional efforts aiming at the creation for humanity of a better 
future and democratic foundations and of a sincere and loyal 
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co-operation of all the peace-loving nations. In these our 
efforts we count on the sincere understanding of your coun- 
try, Mr. President, and on its friendly help. 

In this spirit, the President of the National Council of 
Poland has instructed me to extend his warmest wishes to 
yourself personally and to the people of the United States. 
These wishes are accompanied by the sincerest feeling of 
friendship of the entire Polish nation for your country, Mr. 
President, and for your countrymen. 

I am glad, and it is for me a great honor, that I have 
been chosen to express these sentiments to you. 

I now present to you, Mr. President, the Letter of Recall 
of my distinguished predecessor, Ambassador Dr. Lange, and 
my Letter of Credence as Ambassador Extraordinary and 
Plenipotentiary of the Republic of Poland. 


President Truman’s Reply 


Mr. Ambassador: I accept your Letters accrediting you as 
the Ambassador Extraordinary and Plenipotentiary of the 
Republic of Poland and the Letters of Recall of your prede- 
cessor, Ambassador Lange. 


The American people are also deeply aware of the bond of 
sympathy that has existed between them and the Polish people 
from the earliest days of the Republic, based on their common 
love of freedom. They will long remember the heroic and 
tragic role of the people of Poland in the recent war against 
the evil forces of aggression. I can assure you that the Ameri- 
can people have followed with greatest interest the efforts 
of the Polish people to meet the urgent task of reconstruction 
and to reestablish their national life. The Government of the 
United States gave expression to this interest in the Polish 
people when it joined with the British and Soviet governments 
in the important decisions concerning Poland that were taken 
at the Yalta and Potsdam conferences. One of these deci- 
sions provided for the holding of a free election and the 
Polish Provisional Government of National Unity pledged it- 
self to carry out this decision. It is a cause of deep concern to 
me and to the American people that the Polish Provisional 
Government has failed to fulfill that pledge. 

The Government of the United States has not lost interest 
in the welfare of the Polish people. It is with this in mind that 
I offer to you the co-operation of the officials of this Govern- 
ment. 





U.S. VIEW ON DISARMAMENT 


Security Council is urged to concentrate on atom control first 


(Text of U. S. Delegate Warren R. Austin’s statement 
on disarmament, made before the United Nations Se- 
curity Council on Feb. 4, 1947.) 


HE UNITED STATES submits for the consideration of the 
Council a brief three-point resolution. I should like to 
explain what our thinking is in submitting this proposal. 

You will note that it calls upon the Council to begin at 
its next meeting consideration of the Atomic Energy Com- 
mission report. It is common sense for the Security Council 
to take full advantage of the arduous effort spent by the 
Atomic Energy Commission during the past year in 
formulating a set of principles upon which a majority of 
the members of the Security Council have found it possible 
to agree. 

The control of atomic energy is of supreme importance, 
not only because of its terrible and destructive effects when 
used as a weapon, but also because of its tremendous 
possibilities for the benefit of mankind. In order that this 
great discovery may be employed to the full for peaceful 
purposes, it must be controlled so that it cannot be used for 
warfare. 

My Government believes that the international control of 
atomic energy, including effective safeguards by way of in- 
spection and other means, and effective provision for the 
collective enforcement of sanctions against violations, -is 
fundamental to the establishment of international peace and 
security and to the regulation and reduction of other weapons. 
Following World War I, the United States had a bitter ex- 
perience with unilateral disarmaments. My Government will 
not repeat this error. Twice in the past generation we have 
been compelled to take part in great and bloody wars. In 
neither case were we equipped at the outset with the arma- 
ments which other peace-loving states might have wished us 
to possess. Had we possessed adequate armaments, both wars 
might have been avoided. 

The United States is committed to the principles of interna- 
tional collective security set forth in the United Nations 
Charter. In fulfillment of its obligation under this Charter, 
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the United States must insist that, in any plan or program 
for the general regulation and reduction of armaments, 
practical security arrangements must be a primary considera- 
tion. The members of the United Nations must have definite, 
concrete assurances that effective and enforceable safeguards 
with regard to such security arrangements have been estab- 
lished before committing themselves to final plans for the 
reduction of armaments and armed forces. 

Furthermore, the negotiation and conclusion of the peace 
treaties with Germany and Japan have a direct bearing on 
the. prospects for the reduction and reculation of arma- 
ments and armed forces. The organization of the world for 
peace depends upon the solution of the many grave prob- 
lems involved in these peace settlements. The progress of 
the work in this field must therefore be taken fully into 
account as we go forward in the United Nations toward the 
general regulation and reduction of armaments and armed 
forces. 

This does not mean that the United States is opposed 
to any concurrent discussion of the problems involved in the 
general regulation and reduction of armaments. On the 
contrary, our draft resolution provides for the establishment 
of a commission for this purpose, and provides for its 
composition. : 

It seems clear that, before such a commission can begin 
any effective work, it is most important to define precisely 
its terms of reference, particularly its relationship with the 
Atomic Energy Commission and the Military Staff Committee. 
The exercise of a little care to solve these problems properly 
now might well avoid difficulties later on. We should be 
particularly careful to avoid overlapping functions between 
the new commission and the Atomic Energy Commission. 
All of the members of the Council will realize the advantages 
which have accrued from the careful drafting which went 
into the terms of reference of the Atomic Energy Commission. 
Our present task certainly is a comparable one. In view of 
the fact that the Council has a great deal of complicated 
business on its agenda, that questions of principle have ap- 
parently been settled in the Council, and that there are a 
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number of resolutions before the Council in this matter, it 
would appear that it would be a matter of substantial con- 
venience to the Council to set up a subcommittee to draft an 
agreed resolution. 

When the Commission gets to. work the problems with 
whieh it must deal are primarily the “how” and the “when.” 

By the “how” I mean what safeguards must be included in 
any treaties or conventions to protect complying states against 
the hazards of violations and evasions. 

In referring to the question of “when,” I have first of all 
in mind what I have just said with respect to the peace 
treaties. I also have in mind the relationship between the 
regulation of armaments and the provision of armed forces 
under Article 43 of the Charter, or for collective action under 
any treaty. There are other elements which must be con- 
sidered in determining the timing of arms reduction, but 
these two are in our opinion much the most important. 

Only by answering the questions of the “how” and the 
.“when,” as the Assembly’s resolution of December 14 itself 
makes clear, can the regulation and reduction of conven- 
tional armaments and armed forces be accomplished. 

In sum, Mr. President, my Government sincerely believes 
that the resolution it is now proposing embodies the most 
effective first steps towards the regulation and reduction of 
armaments and armed forces and the eventual establishment 
of freedom from the appalling fear of war. 

The policy of the United States has been, and will continue 
to be, to contribute to the utmost toward the achievement 
of collective security and international control of armaments 
and armed forces. That policy we have pursued, and will con- 
tinue to pursue, in the Security Council, the Atomic Energy 
Commission and in all other organs of the United Nations, as 
well as outside the United Nations in the making of the peace 
treaties with the Axis powers and the settlement of other 
issues between the Allies that have arisen from the war. 

The United States considers that it is the primary task of 
the Council in the coming months to progress as rapidly as 
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possible toward agreement upon an international system of 
control that will provide the “practical and effective safe- 
guards by way of inspection and other means to protect 
complying states against the hazards of violations and eva- 
sions” that the General Assembly has recognized are essential 
to the regulation and reduction of armaments. 

There is only one road to disarmament. That is the road 
of genuine collective security and genuine international con- 
trol of all armaments and of armed forces. Along that road 
the United States desires to advance as fast and as far as our 
fellow members of the United Nations will travel with us. 





Text of U.S. Draft Resolution on Disarmament 


The Security Council, in consideration of the General As- 
sembly Resolution of Dec. 14, 1946, on the “Principles Gov- 
erning the Regulation and Reduction of Armaments,” resolves: 

1. To establish a commission composed of the members of 
the Security Council, the function of which shall be to make 
recommendations to the Security Council regarding the prac- 
tical measures, including the provision of effective safeguards, 
for the general regulation and reduction of armaments and 
armed forces, except as regards those matters which fall 
within the competence of the Atomic Energy Commission as 
determined by the General Assembly resolutions of Jan. 24, 
1946, and Dec. 14, 1946. 

2. To create a committee of the Security Council consisting 
of a representataive of each member of the Council which 
shall make recommendations to the Security Council regard- 
ing the terms of reference of the proposed commission, in- 
cluding its relations with the Security Council, the Military 
Staff Committee, and the Atomic Energy Commission. 

3. To begin at its next meeting consideration of the first 
report of the Atomic Energy Commission, dated Dec. 31, 
1946, with particular reference to the recommendations con- 


tained in Part III thereof. 
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Chinese Nationalists Set 
For 2-Year Civil War 


Great Britain’s Labor Government 
is putting pressure on the British 
Trades Union Congress to prevent 
further strikes of the size reached in 
the recent walkout of London truck- 
ers. It is doubtful if TUC leaders will 
be able to do much, however, because 
virtually all such strikes have been 
“wildcats,” called in defiance of union 


officials. 
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Because of inflation, the value of 
the U.S. dollar is soaring on the cur- 
rency exchange black market in Rus- 
sia. The rate now is 80 rubles to the 
dollar, as compared with 25 to 1 in 
November. The official rate is 5.3 
rubles to the dollar. 
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Undersecretary of State William L. 
Clayton feels so strongly that the 
U.S. Administration’s program for in- 
ternational trade is necessary that he 
can be expected to offer his resigna- 
tion in protest if Congress makes any 
drastic alterations in the tariff struc- 
ture. 
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Parliament will not take up Great 
Britain’s national service bill, provid- 
ing for compulsory military service, 
until after the Moscow Conference 
ends. Reason is the growing opposi- 
tion to conscription. The Government 
hopes decisions at Moscow will make 
it possible to reduce the number of 
men actually needed in the armed 
forces. 
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Several countries have become 
wary of accepting gold from Russia. 
Because of inadequate refining, the 
Soviet bullion often contains impuri- 
ties. As a consequence, it must be 
re-refined and loses weight and value 
in the process. 
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Britain To Seek Delay 


In Sterling Conversion 


There is a _ continuing dispute 
among Government officials in Wash- 
ington over the question of tying U. S. 
loans and grants abroad to the coun- 
try’s political policies. Political ex- 
perts in the State Department are 
insisting that credits be kept close to 
diplomatic objectives, but economists 
in the Department have begun to 
question the value of such a course. 
It is doubtful if the issue will become 
sharp enough to reach Secretary 


George C. Marshall for a clear-cut de- _ 


cision, 
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Great Britain is about to ask the 
U.S. for more time before she makes 
it possible for her creditors to buy 
more U.S. goods, as provided by the 
terms of the British loan. The original 
deadline for converting sterling credits 
into dollars will arrive this summer, 
but London is talking of a postpone- 
ment of nine months or a year. 
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The retirement of Stanislaw Miko- 
lajcezyk from the Polish Government 
does not mean the end of his political 
influence in Poland. A recent vote 
within the opposition Peasant Party 
shows that he still controls the ma- 
jority of its delegates. His party may 
be more outspoken in opposing the 
Communist-dominated Government 
in the future than it was when it was 
forced to go along with Government 
plans as a minority in the Cabinet. 
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Russian military police are contin- 
uing surprise raids in the Soviet sector 
of Berlin, despite a publicized cam- 
paign of more moderate treatment. 
Groups of 100 to 150 regularly are 








Value of Dollar Soars 
On Soviet Black Market 


being rounded up for re-examination 
of their identification papers. Some 
are released in one or two days, but 
others are held much longer. 
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The U.S. Atomic Energy Commis- 
sion will be careful to clear all its ac- 
tivities with congressional leaders. 
Members of Congress have made it 
pointedly clear that they expect to be 
kept fully abreast of all developments 
in atomic research, both domestically 
and in ,U.S. relations with other 
nations. 
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Argentina is planning to negotiate 
customs agreements with other coun- 
tries similar to the arrangement re- 
cently completed with Chile. Names 
of the countries involved have not 
been disclosed, but the program is 
being planned by Miguel Miranda, 
president of the Bank of Argentina 
and a close adviser to President Juan 
D. Peron. 


Top leaders of China’s Nationalist 
Government are saying privately that 
the Kuomintang is ready for two 
years of civil war with the Commu- 
nists, if necessary. They say that Gen- 
eralissimo Chiang Kai-shek is confi- 
dent that the country’s shaky econ- 
omy is strong enough to carry on 
through that long a period of fighting. 


Merchant bankers in London are 
resuming the international financing 
of commodity trade. A group of them 
has arranged a $50,000,000 revolving 
credit to the central organization of 
the French wool industry, which is op- 
erating at 10 per cent above prewar 
levels. The French expect to export 
more than half their output and repay 
the credit from current proceeds. 
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A SIGNIFICANT CHANGE IN AMERICAN BUSINESS 





The present circulation ot Wi IRELD RE P( Ri 
in excess of LO0,Q00—is more than double pre-pub- 
lication estimates. Why ? 


At the end of its first 6 months WORLD REPORT 
had more than twice as many readers as anv other 


news magazine had at the end of its first full vear. 


Why ? 


There's real significance here for all of us—for 
readers, tor advertisers, for us as publishers. Yes. 
and tor statesmen in our own and other countries. 
To grasp that significance, look back just a very few 
years: 


‘Ten vears ago a magazine devoted exclusively 
to world aftairs would have been fortunate to 
have 10.000 readers—not 100.000. Ten years 
avo we were just beginning to teel the threat of 
Hitler. Pearl Harbor hadn't happened. Nor 
Hiroshima. Nor Nagasaki. 


In these ten kaleidoscopic years weve come to rec- 
ognize our new responsibilities, to see our widen- 
ing opportunities. Today we know that what any 
nation in the world does, directly aftects what we do 
here at home. We've seen the world’s center of 
gravity move clear across an ocean—right to our 
own. doorstep. 


THAT IS THE TRUE SIGNIFICANCE 
OF WORLD REPORT'S SUCCESS 


Those executives responsible for guiding the des- 
tinies of America’s diverse industries are fully aware 
of the significance of what has happened. They are 
aware of the significant change in American busi- 
ness. For they themselves are responsible for the 
change and for the new concept of what the change 
means to their companies in simple terms of profit 
and loss. 


The practical man of business no longer thinks of 
“new markets” merely as colored pins on a sales 
map. He knows that many new markets already in 
the making are tinding ways and means ot buying 
America’s products on a vast scale. Already they are 
knocking at the door. 


Businessmen know that new markets and new outlets 
are coming closer and closer day by day as mod- 
ern transportation shortens distances, lowers costs 
and speeds goods faster and faster over land, water 


and sky. 


The American industrialist, ever resourcetul, knows 
that in the toreseeable tuture expanding trade op- 
portunities with a// the countries of the world will 
mark the difference between PROFIT and LOSS 
to every business in every one of the 48 states—and 
whether or not a particular company exports a part 
of its production. 


That is the true significance of WORLD REPORT'S acceptance by America’s busi- 
nessmen. It is the true significance of its acceptance by the leaders of American thought 
—scientists, educators, statesmen. For they too know that to live agreeably with one’s 
neighbors there must be an ever expanding interchange of goods and commodities—a 
sound material foundation on which to build mutual understanding and—perhaps even- 


tually—to build an unbreakable peace. 


Forward-looking advertisers who recognize and understand the true significance of 
what is happening betore their very eyes have an opportunity, unparalled in publish- 
ing history, to tell their stories and sell their goods to this most forward-looking group 
of people in America. They are responsible and responsive people—these readers of 


WORLD REPORT. 


WORLD REPORT 


The only magazine of its kind—reporting, interpreting 


and forecasting the news 


of international affairs 


WORLD BUSINESS MEANS MORE BUSINESS 





HAROLD L. BEHLKE, ADVERTISING LIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 
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The qualities of Old Grand-Dad command 


respect no less than they convey delight. For in 


this golden sparkle and beckoning bouquet, in this 
mellow Kentucky flavor, you recognize profound 
distilling skill and endless care—two elements that 
are indispensable to the making of a whiskey 


known the world over as bourbon at its best. 
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OLD 
GRAND-DAD 


Natidnal Distillers Products Corp., N. Y. 





